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WEDNESDAY, JUNE 17, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
SUBCOMMITTEE No. 3, 
Washington, D. C. 
The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1310, House Office Building, Representative Hoeven (chairman of the 
subcommittee) presiding. 

Present: ge mtatives Dague, Belcher, Williams, Wampler, 
Gathings, Albert, Sutton, Jones. 

Also present: Re ‘presentatives Harrison, Cooley, and Polk 

Mr. Horven. Subcommittee No. 3 will come to order. 

Subcommittee No. 3 of the Committee on Agriculture has been 
assigned the task of investigating the sale of some 80,000 tons of 
Austrian winter peas by the Commodity Credit Corporation to certain 
purchasers on the west coast. 

Charges of irregularity have been made in the sale of the peas. 
Charges of political favoritism have also been made. ‘The integrity of 
the Commodity Credit Corporation has been challenged insofar as 
involves its policy of dealing in perishable surplus nonbasic commod- 
ities. This committee is seeking the facts only. We are not here to 
formulate or determine policy. 

We are not sitting as a court. And, therefore, we do not propose 
to conduct atrial. There will be no inquisition. We are not imputing 
the motives of anyone. Certainly as far as the chairman is concerned, 
this hearing is not going to be a political “witch hunt.”’ By the same 
token, there will be no ‘“‘coverup” or ‘“‘whitewash”’ in any sense of the 
word. 

Our colleague, Representative John F. Shelley, of California, made 
a speech in the House of Representatives on May 26, 1953, in which 
speech he charged certain irregularities in the conduct of the sale of 
certain Austrian winter peas on the west coast. 

He formally requested that an investigation of the sale be made 
by the House Committee on Agriculture. Chairman Hope of the 
Agriculture Committee of the House promptly assured Mr. Shelley 
that such an investigation would be undertaken, and Subcommittee 
No. 3 was assigned the task. 

We are dealing with rather a technical matter involving oral agree- 
ments, written agreements, and other matters. Mr. Heimburger, 
counsel of the subcommittee, has made a careful study of the entire 
problem. I am going to ask him to conduct the examination of 
witnesses, which, “of course, does not preclude the members of the 
subcommittee from asking any pertinent questions they may desire. 

First of all, we will invite Representative Shelley to present his side 
of the case. 


1 
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Mr. Shelley. 

Mr. Surron. Before we begin, Mr. Chairman, might I ask: Since 
this is an investigation, of course, I realize that our committee is not 
a witch hunt investigating committee; we are a legislative committee; 
but since the investigation has been requested; since so many con- 
tradictory statements have been made, don’t you think it advisable 
to actually clear up the matter and that the witnesses be sworn? 

Mr. Horven. I would say to the gentleman from Tennessee that 
the rules of this committee do not provide for the swearing of wit- 
nesses. We have the right of subpena; but there is nothing in the 
rules of this committee which would require the sweating of the 
witnesses. 

Let the investigation proceed, and if we find at any time during the 
hearings that it becomes necessary to swear witnesses, which I doubt 
will be the case, the subcommittee can decide the matter in executive 
session. 

Mr. Surron. My reason for bringing that up is because in investi- 
gations that some of us have made we have found contradictory 
statements on both sides. 

Mr. Horven. Well, Mr. Sutton; this is the first time in my 9 years 
as a member of the Agriculture Committee that I have heard of a 
request to swear witnesses. 

Mr. Surron. Yes. It is the first time in my 6 years on the com- 
mittee that we have investigated something like this. 

Mr. Hoeven. I think the Chair will rule at this time that there is 
no provision in the rules of the committee for the swearing of witnesses. 

1 will supplement that b) saying that if it becomes necessary and 
the subcommittee so determines that certain witnesses should be 
sworn, the committee wili then decide that in executive session before 
proceeding further. We are trying to operate under the rules of the 
committee in this hearing. 

This is not a special investigating committee. The subject matter 
of the hearing has been assigned to a regularly constituted committee 
of the Committee on Agriculture. If developments warrant the 
swearing of witnesses, J wish to assure the gentleman from Tennessee 
that matter will be taken into consideration by the subcommittee and 
everyone will have an opportunity to be heard. 

Mr. Shelley, you may proceed. 


STATEMENT OF HON. JOHN F. SHELLEY, MEMBER OF CONGRESS 
FROM CALIFORNIA 


Mr. SuHetiey. Mr. Chairman and members of the committee, I am 
pleased to make myself available to the subcommittee this morning 
with the hope that I can be helpful to vou in uncovering the facts 
behind the Commodity Credit Corporation sale of Austrian winter 
peas. And may I interject right there, Mr. Chairman, that I want 
to compliment the chairman for the opening statement he made. 

It is not my desire to engage in witch hunts. It never has been my 
desire at any time in my life to engage in witch hunts. I do not 
believe in them. And I do not believe that anything of. this nature 
should be made political. But I do feel that the facts should be looked 
into. 
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Although we have no farms in San Francisco, my native city, and I 
am not an expert on agricultural problems, my interest was aroused 
by this transaction since it seemed to have a number of unusual 
features. I am sure that all of the members of the suncommittee have 
read my May 26 remarks on the floor of the House, when I first raised 
the questions that these features created in my mind. 

Rather than go over in detail all of the points covered in my May 26 
remarks, | have brought with me a copy of my remarks and the floor 
discussion, which followed; and, if the subcommittee feels it desirable 
in order that the record of these hearings show them as the basis for 
this investigation, | will submit them at this point. 

(The matter referred to is as follows: ) 


SALE OF AUSTRIAN WINTER PEAS BY THE ComMMoDITY CREDIT CORPORATION 


The Speaker. Under previous order of the House, the gentleman from Cali- 
fornia [Mr. Shelley] is recognized for 60 minutes. 

Mr. SHELLEY. Mr. Speaker, some of the Members of the House may have 
read an article in the Washington Daily News of Thursday, May 21. The article 
dealt at some length with a sale by the Commodity Credit Corporation of 80,000 
tons of dried winter peas, a feed crop, to a select group of buyers at a price well 
below the sale price then current. To begin the story on this transaction, which 
is the subject of my remarks this afternoon, I will introduce into the Record at 
this point the full text of the Daily News article: 


“PRIVATE DEAL LOPS $1,600,000 OFF PRICE—FAVORITISM CHARGED IN GOP 
SURPLUS SALE 


“There’s a political storm brewing over, of all things, 80,000 tons of dried 
winter peas. 

“The new Republican leadership at the Agriculture Department is in the middle 
of it. 

“Democrats are talking quietly about favoritism and the Republican mess, 
and their voices may get louder. Agriculture spokesmen have so far declined to 
give a full explanation from their point of view. 

“The peas are, officially, Austrian winter peas—a cover crop. Agriculture 
bought some seed from Northwest growers in 1951 to keep the price up, and it 
has been trying to sell the surplus peas ever since. 

“This April 1, in its regular monthly list of surplus commodities for sale, the 
Agriculture Department offered 100,000 tons of dried peas for use as cattle feed, 
at $50 a ton. Normally, the Department guarantees that any listed price will 
hold through the month. 

“But on May 1, without any further notice, the Department disclosed that it 
had sold 80,000 tons of the dried peas at $30 a ton—or 40 percent below list price. 

“The 80,000 tons, the entire stock on the west coast, were sold in secret nego- 
tiations to a syndicate of 3 Northwest grain firms. The total purchase cost them 
$2,400,000, or $1,600,000 less than the listed price. 

“That started the fuss. 

“On May 2, a constituent of Representative John F. Shelley, Democrat, of 
California, wired him: 

‘Our firm has been purchasing this material regularly * * * at announced 
resale prices. We received no notice of intention to sell on bid * * * we believe 
as members of feed industry we should be allowed opportunity to purchase on 
the same basis as these favored buyers.’ 

“Other protests went directly to the Agriculture Department. They sounded 
the same theme: Why weren’t we given a chance to bid at a cut rate? 

‘Representative Shelley wrote Agriculture Secretary Ezra Taft Benson, asking 
for an explanation. The letter was dated a week ago and has not yet been 
answered. 

“From other sources the News has been able to piece together a picture of what 
happened, 

“The Agriculture Department offices which ordinarily handle sales of dried 
peas—offices here and in Portland, Oreg.—knew nothing about the cut-rate sale. 
They were still selling peas for $50 a ton while the $30 a ton purchase was being 
negotiated. 
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“The man who handled the deal for Agriculture was Elwood L. Chase, a high- 
ranking Republican appointee in the Department’s Commodity Credit Corpo- 
ration (CCC 

‘Mr. Chase negotiated the sale with at least these two officials of the three 
ympanies: 

“Carl C. Farrington, vice president of the CCC from 1940 to 1947 and nowa 
member of Secretary Bensons’ 14-member Agricultural Advisory Committee, 
headed by Dean William I. Myers, of Cornell 

C. G. Burlingham, an Oregon grain dealer with whom Interior Secretary 
Douglas McKay is acquainted and who visited Mr. McKay in his office here 


Mr. Chase told the News the deal was desirable from the Government’s point 


of view | the dried peas were deteriorating and storage charges mounting 
ra ( bout $40,000 a month 
Under the negotiated sale, the owners took possession May 1 and ass imed all 
storag harges at o1 he s lefi saving for the Government 


‘Other sources called the idea of the peas deteriorating ‘a laugh.’ 
\ Tripp, an official of the division which ordinarily handles grain 








at iculture, said: ‘So far as I know, the peas were sound.’ 
Chase also said it was tt unusual for Agriculture to negotiate sales of 
sur S n ities Without prior ant incement 
But others a position to know insisted that the Department in the past, 
when it was planning to negotiate sales below list price, always let the trade know. 


‘The regular procedure in this case, these sources said, would have been to 


wait until May 1 and then announce that the Department was open for offers on 


the winter peas That way no one in the trade could complain of favoritism. 
‘Mr. Chase declined to say why other dealers were not informed in this case 
He would only hint that dealer s who complained about the sale probably were 
big enough to handle it themselves. 
‘He also refused to say whether he or the purchasing companies had started 
the negotiations that led to the ale 
‘I’m not going into all the details f the Depa rtment of Agriculti ire’s business,” 


Mr. Chase said.”’ 

Before the story appeared in the press I had been looking — the transaction 

at the request of San Francisco constituent 1 firm engaged in selling grain and 

I had not intended to make a public issue of the m natler until my investi- 
was completed, but when the press stumbled on to the situation and queried 
me about it I gave them the facts as I knew them. In fairness to my fellow 
Members of the House I also asked for this time so that they would be fully 
informed on the case. These are the facts developed up to this point: 

On May 2 I received from my San Francisco constituents a telegram alerting 
me on the matter. I shall now read this telegram, omitting the name of the 
sender at this time at his request and in order not to prejudice his future dealings 
with the Commodity Credit Corporation or with the group who purchased the 
dried peas: 

“This week the CCC sold all Government surplus stocks of dried peas to 3 
buyers on secret negotiated basis at 40 percent less than announced resale price. 
Our firm has been purchasing this material regularly from CCC at announced 
resale prices. We received no notice of intention to sell on bid this stock. We 
believe as members of the feed industry we should be allowed opportunity to 
purchase on same basis as these favored buyers. We need immediate action and 
will phone your office at 11 a. m. Monday next to determine what steps should 
be taken t« » protect rg interests and customers.”’ 

On Sen day, May 4, I received a phone call from the sender of the telegram and 
at that time I asked hie to se al me, airmail, full details on the transaction, as 
far as he knew them. His letter, which I shall now read into the Record was 
received on May 6. This letter gives a picture of the details of the transaction, 
its implications, and possible effects on the feed trade and the farmer growing 
feed crops. I again leave out the name of the individual and the firm. 





May 4, 
Congressman JoHn F. SHELLEY. 

Dear Sir: In line with our telephone conversation of this morning, we give you 
the following facts and information pertaining to the Commodity Credit Corpora- 
tion’s recent sale of the surplus stocks of dried Austrian winter peas. We would 
like to caution you that the information we have here, even though appearing 
reliable and from responsible sources, still needs verification at your end. This 
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situation is still pretty new for all the facts to be clarified, and at this stage there 
is as much gossip in the situation as there are facts. 

These peas were taken over by the Commodity Credit Corporation as a result of 
their support program in previous years, I believe the year 1950. They were 
originally reoffered for sale on the basis of seed but in view of the tremendous 
quantity there was no particular interest in this merchandise and finally they 
agreed to sell it for feed purposes provided the buyer specified that this was its 
ultimate use and it would not be used for seed. They have been offering this 
merchandise on a declining price schedule and their lowest offering was on the 
basis of $2.50 per hundred during the month of April just passed. In informal 
discussions with members of the Commodity Credit Corporation’s Portland office, 
they were getting some movement of these peas at this price. I know our firm 
has been buying small quantities of it regularly for use in this area as pigeon feed. 
Our information was that about April 27 or 28, the Government concluded a sales 
arrangement with a group of three buyers acting as a unit for their total supplies 
stored on the west coast of approximately 80,000 tons. This negotiated price, 
according to trade sources, was on the basis of $30 per ton with a guaranty and 
understanding from the Government that their other stocks and inventories of 
this merchandise stored at other points outside of the Pacific Coast States would 
not be offered for sale into this area. How this was to be enforced, I do not know. 
Our advice also, further, was that they were allowed a period of 6 months free 
storage from the date of their purchase. This point appears to be contradicted 
from other sources but I believe worth investigating and verifying. The third 
report we have which is related to the matter of free storage was that the pur- 
chasers were allowed the prerogative of paying for this when it is shipped which, 
in effect, gives them a period of 6 months to pay for it. This point may not be 
true, however, if, as I have been told, they were to accept storage charges begin- 
ning the first of May. Generally the Government accepts shipment as technically 
the date title passes. 

As I mentioned to you on the phone and in my wire, we have been purchasing 
this material regularly, and I might add on the basis of a certified check imme- 
diately following or accompanying our notice of intention to purchase, and in each 
instance when purchases were completed, we were allowed free storage until the 
end of the current month. It is obvious that our name, as an interested user for 
this merchandise would be on file in, at least, the Portland office. In this connec- 
tion, I am also apprised that the Portland office, who was handling disposition of 
this material, had no advice or inkling that this whole transaction was taking 
place. The first notice came on May 1, from Washington, D. C., wherein they 
received a telegram stating that this merchandise was no longer available for sale. 
The details then followed a few hours later stating that it had been sold and was 
off the market 

As I explained to you on the phone, our objection to this whole situation is the 
fact that we were not given the opportunity of protecting our normal trade 
requirements and entering a bid for the merchandise. The situation now is that 
we have to buy these things through second hands from our competitors at prices 
equivalent to the April offering figure of the Commodity Credit Corporation to 
approximately $10 per ton less. These reoffering prices by the owners of the 
merchandise have not yet been officially established so this point is not definite 
by any means. 

I would like to also bring to your attention the significance and the effect of this 
sale at this level. Eighty thousand tons of feed is a sizable quantity and this 
merchandise is going to be a strong competitor with other supported crops and 
crops that are now in the process of being harvested. This is particularly true in 
the case of barley. These Austrian peas, for certain purposes, have a great deal 
more feed value than barley, and the indicated resale prices will place this mer- 
chandise about $2 to $5 a ton under new crop barley figures. In other words, not 
only is the Government showing favoritism in their sales procedure but they are 
also setting up another competitor for other supported items and working to the 
detriment of the farmer who, for all the advices he receives from Washington, 
must prepare in the future to market and harvest his crop with a minimum of 
Government support and protection. We know from our own experience in the 
trade that there is also going to be an effort on the part of the owners of this 
merchandise to sell this to the cattle-feeding industry as a substitute for grain and 
other concentrates. It is too early to say how successful they will be and how 
this merchandise will be accepted by this group of users. 

I hope the above has given you some information on the situation and reflected 
our attitude on the matter. In view of the fact that we do not wish to appear 
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publicly as troublemakers, we request, as we discussed on the phone, that this 
letter be kept confidential and our name not enter into the matter at any level or 
discussion or publication. 

We very much appreciate your cooperation and willingness to look into the 
matter. The only regrettable feature of this situation is, however, that investi- 
gations and publicity on the transaction will not satisfy or protect our immediate 
needs or position. 

Very truly yours. 


Before receiving the letter I have just read, I called the Department of Agricul- 
ture and spoke with officials of the Commodity Credit Corporation and of the 
Production and Marketing Administration, which handled the actual sale. Aside 
from confirmation of the fact that such a sale had taken place, I obtained little 
information, particularly as regards those features of the terms of the sale and the 
method of negotiation which the letter indicates are unusual. 

With the letter in my possession I began to look further into the matter, since 
I believes that an investigation was warranted. My investigation disclosed the 
following information 

First. The normal practice on the sale of Austrian dried winter peas was to set 
a price at the beginning of each month and make the peas available to all buyers 
at this price. This price was normally guaranteed to hold throughout at least a 
30-day period. 

Second. Sales of the commodity were normally conducted by officials of the 
Grain Branch of the Production and Marketing Administration. 

Third. On April 1, 1953, the price of Austrian dried winter peas in possession 
of the Commodity Credit Corporation in the Pacific Northwest had been set at 
$50 per ton, or an equivalent price of $2.50 per 100-pound bag. 

Fourth. On May 1, 1953, the Production and Marketing Administration 
announced that the entire 80,000 tons of the commodity held on the west coast 
had been sold to a combine of purchasers at a price of $30 per ton, or an equivalent 
price of $1.50 per 100-pound bag. At a reduction of $1 per bag from the price 
held steady to the trade through April the total discount amounted to $1,600,000. 

Fifth. Officials of the Grain Branch of PMA, normally responsible for such 
sales were not consulted and had no knowledge that the transaction was under 
negotiation. 

Sixth. Regular purchasers in the trade, or other prospective purchasers, 
were given no notice of the proposed sale, nor were they invited to submit bids 
on any basis. 

Seventh. The combine to whom the peas were sold consisted of three buyers. 
One of the purchasing firms was the Archer, Daniels, Midland Feed Co. doing 
business in Minnesota and the Dakotas and headed by a Mr. Carl Farrington. 

Kighth. Negotiations on behalf of the Commodity Credit Corporation and 
PMA were conducted by Mr. Elwood Chase, recently appointed Assistant Ad- 
ministrator of the Production and Marketing Administration. As stated before, 
these negotiations were on a secret basis, unknown either to the Grain Branch of 
PMA or to the trade in general. 

Ninth. Normal practice was to sell Austrian dried winter peas subject to the 
purchaser taking possession within 30 days. 

Tenth. It was reported that the combine of purchasers was allowed 6 months 
within which to take delivery. It is noted in the newspaper article that Mr. Chase 
states that storage charges are assumed by the buyers as of May 1, the announced 
date of the sale. 

On the basis of this preliminary confirmation of the information from San 
Francisco, on May 14 I wrote and mailed to Secretary of Agriculture Benson a 
letter requesting full information on the transaction, I now read into the record 
the full text of my letter: 


CONGRESS OF THE UNITED STATES, 

House oF REPRESENTATIVES, 

Washington, D. C., May 14, 1953. 
Hon. Ezra Tarr Benson, 

Secretary of Agriculture, 
Washington, dD. cs 
Dear Mr. Secretary: Certain of my constituents in San Francisco, engaged 

in grain and feed marketing operations, have called to my attention a recent 
transaction by the Commodity Credit Corporation which has worked a hardship 
to them in their businesses. Although I have discussed the matter by telephone 
with officials of the CCC, I am somewhat puzzled by some aspects of the trans- 
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action and will, therefore, appreciate your investigating the circumstances of the 
case and supplying me with a complete report. The request is made in the interest 
of those businessmen in my district who report that the transaction has caused 
them financial distress. 

On May 1, 1953, the Commodity Credit Corporation announced the sale of 
surplus stocks of dried Austrian winter peas amounting to 80,000 tons in 1,600,000 
bags. These stocks had formerly been on sale to the trade through the Portland 
Oreg., office of the CCC and, I am told, constituted the entire stock of this par- 
ticular type pea in storage by the Corporation on the west coast. My constituents 
report that this sale to a combine of purchasers, without the general trade having 
opportunity to purchase on an equal basis, has deprived them of their customary 
source of supply and forces them to obtain needed peas from the bulk purchasers 
at increased prices. 

Although it should contain all available information on the transaction, I will 
appreciate your including the following specific points in your report: 

1. The names of the purchasers of the peas. 

2. The dates of the period during which negotiations were under way. 

3. The quantity of peas involved in the sale. 
4. The unit price at which they were sold. 

5. The unit price at which they were on sale to the trade generally during the 
period in which negotiations were under way. 

6. The terms of the sale; i. e. contractual provisions governing amounts and 
times of payment for the peas 

7. Provisions concerning dates on which the purchasers are required to accept 
delivery; and provisions concerning storage of the peas during the interim, includ- 
ing information as to how the expense of this storage will be borne. 

8. Whether any provisions limiting resale of the peas were included in the con- 
tract. 

9. Whether buyers for resale in the export trade have been deprived of a source 
of supply by the sale. 

10. Any agreement which may exist to hold other CCC stocks of dried Austrian 
winter peas out of any marketing area. 

11. Whether the personnel negotiating this sale for CCC were the personnel 
normally conducting such negotiations heretofore. 

In any instance, particularly in instances involving the points outlined above, 
where the practice followed in the subject sale deviated from the methods or 
policy previously established for sales of this commodity, I should like an explana- 
tion of the reasons for the deviation. I should also like your comments on how 
this sale at a price lower than the peas were on offer to the trade at the time 
conforms with previous policy in maintaining and changing price quotations 
One other factor in which I am interested is the effect releasing this 80,000 tons of 
peas will have on the markets for competing Government supported crops. 

Please be sure that I will appreciate your cooperation in making this information 
available to me, together with any comments you may wish to make. 

Sincerely and cordially, 
Joun F. SHELLEY, 
Member of Congress. 


Mr. Speaker, it is now almost 2 weeks since I asked the Secretary to supply me 
with this information. I have not yet received an acknowledgment or an ex- 
planation of any kind. 

It is not my purpose in taking the floor this afternoon to make charges of any 
kind. But it strikes me that there is something about the transaction not in 
line with good business practice, with fairness to the trade, nor with the idea of 
morality in government toward which we are all working. 

I make no charge that favoritism has been shown in concluding this sale, but 
there are some elements in the matter which make me conclude that this may be 
something more than a straight business “deal.” It may, for instance, be pure 
coincidence that Mr. Carl Farrington, of the Midland Are cher Feed Co., is a mem- 
ber of Secretary Benson’s recently named Agriculture Advisory Com: mittee . kk 
may also be coincidental that Mr. Farrignton is a cousin ot Mr. R. L. Farrington, 
who was promoted not long ago by the Secretary to the position of Director of 
Agricultural Credit Services in the Department of Agriculture. However, since 
there is no apparent reason why the Department should have deviated from its 
usual course in disposing of this commodity, and since the trade in general is now 
suffering from loss of a cheap source of supply while a preferred group is benefiting 
from a “corner” on the market of dried peas on the west coast, it would appear 
that an investigation is in order. 
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In connection with this corner on the market, I have not mentioned previously 

that the reports I have received indicate that the sale agreement included a com- 
mitment by the Department of Agriculture that present surplus stocks of dried 
peas now stored in the Midwest, particularly Denver, will not be sold to the trade 
west of the Rockies. If this is so, the buyers have not only been shown a decided 
preference in the price they paid for these peas, but they have, in effect, been 
guaranteed a closed market. My constituents in San Francisco have discussed 
with Department of Agriculture officials here the possibility of purchasing some 
of the Midwest stored peas for shipment to the coast. They have been told by 
these officials that there is ‘‘a sort of a commitment’’ not to sell them west of 
Denver. This would seem to confirm that the combine of buyers had been 
granted a monopoly on the western market. In any event, that phase of the 
transaction should be looked into. 
There are some other aspects ot this sale of peas which invite attention, as 
pointed out in my letter to Secretary Benson. Specifically, and most serious 
because of the probable effect on the Government price-support program as a 
whole, the dumping of 80,000 tons of feed on the market at a drastic price reduc- 
tion cannot help but affect the wholesale feed-grain market as a whole. The price 
of other competing Government price-supported feed crops will tend to drop. 
Thus we have the spectacie of the Department of Agriculture undercutting the 
very markets for which the American taxpayers foot so heavy a bill in price- 
support funds. Not only can the taxpayer suffer, but I am sure that the farmer 
growing feed crops will not appreciate a drop in the price of his grain. Certainly 
a careful study of the economic effects of unloading the entire available stock of 
this commodity to a preferred group of purchasers is warranted. 

Another point which deserves comment is that fact that before the regular 
purchasers of these peas were ‘‘frozen out” by the bulk sale to the combine, a 
number of them had been purchasing the feed for resale in the export market. 
One of the greatest problems connected with the whole Government price sup- 
port program has been to find an outlet for Government stocks of commodities 
off the normal domestic market. To the extent that these peas had formerly 
been sold for export, the pressure on the domestic market had been relieved. 
This transaction puts the pressure back on. Thus we have another conflict with 
basic policy of the price support program which certainly merits attention by the 
Conger 5 

Mr. Speaker, I do not intend to take up any more of my colleagues’ time by 
dwelling on other issues raised by this transaction, except to add the footnote that 
the combine is now selling the peas in the California market at about $53 per ton, 
delivered. Compare this with their purchase price of $30 per ton. Allowing for 
transportation charges, a tidy profit remains I am sure. 

A review of the material I have placed in the record during the course of these 
remarks will make the issues I have not mentioned obvious to any one familiar 
with the Department of Agriculture’s normal policy in its price support operations. 
I urge that the Members of the House study that record carefully. 

Finally, and again, Mr. Speaker, I want to make it quite clear that at this 
point I make no charges of misfeasance or malfeasance on the part of anyone in 
the administration who has had anything to do with this matter. However, I do 
feel that the facts I have related speak for themselves and that these facts are so 
strange that they warrant a complete investigation by the proper committee of 
the Congress. I now formally request that such an investigation be made by the 
House Committee on Agriculture. I shall be happy to make the material in my 
possession available to the committee for that purpose. 

Mr. Horr. Mr. Speaker, will the gentleman yield? 

Mr. SHevuiey. I shall be very glad to yield to the able chairman of the Com- 
mittee on Agriculture. 

Mr. Horr. I will say to the gentleman that I know nothing about the matter 
to which he has made reference and knew nothing about it until today, and until 
this afternoon I did not know that the gentleman intended to discuss it this 
afternoon. I have not had time to make any personal investigation of the matter, 
but I can assure the gentleman that the Committee on Agriculture will be glad to 
have any information which he can furnish it, and we will be pleased to look into it. 

Mr. SuHeviey. I thank the very distinguished gentleman, chairman of the 
Committee on Agriculture. 

Mr. McCormack. Mr. Speaker, will the gentleman yield? 

Mr. SHELLEY. I yield to the distinguished gentleman from Massachusetts, the 
former majority floor leader. 
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Mr. McCormack. It seems to me there is a case made out here that the chair- 
man of the committee ought definitely to promise that the committee will investi- 
gate it. 

Mr. Hopp. If I did not make myself clear on that, I will say to the gentleman 
that I did not hear all of the remarks of the gentleman from California; I just 
heard perhaps the last 10 minutes of what he said; and I do not have all the 
information which he has just given the House. But I am assuming that he has 
submitted some information which would warrant an investigation, and that is 
what I intended to say we would do; that is what we do intend to do. 

Mr. Coo.try. Mr. Speaker, will the gentleman yield? 

Mr. SHELLEY. I yield to the capable former chairman of the House Committee 
on Agriculture, the gentleman from North Carolina. 

Mr. Cootey. Do I understand the gentleman to say he wrote to the Secretary 
of Agriculture more than 2 weeks ago about this important matter and has not 
yet had a reply to his communication? 

Mr. SHELLEY. That is true, I may say to the gentleman from North Carolina. 

Mr. Coo.ey. Have you been able to ascertain what the terms of the sale were? 
In other words, you did indicate that they would give him 6 months to move the 
beans. How much time was given him to pay for the beans? 

Mr. SHELLEY. Mr. Elwood Case, who handled the sale, says that they did not 
give them 6 months. Others have advised me that they were given 6 months. 

Mr. Cootry. Have you been able to ascertain whether or not it was a cash 
transaction or time transaction? 

Mr. SHELLEY. I have not. 

Mr. Cootry. If I understand it, the sale was made in such manner that the 
ordinary dealers were not advised and were given no opportunity to participate, 
and that the transaction was so large that a small dealer could not participate 
even if he had know about it; is that right? 

Mr. SHELLEY. That is correct. 

Mr. Cooury. In other words, 80,000 tons of beans passed from the Government 
in this one transaction. 

Mr. SHeiuiey. Passed from the Government in this one transaction to a special 
joint-venture combine of three individuals or companies who now have complete 
control of that 80,000 tons on a protected market on the Pacific coast. 

Mr. Cootry. And you do understand after all as part of the transaction the 
officials of the Government agreed that they would not sell other beans in the 
west coast area? 

Mr. SHELLEY. That is what I have been advised by people from the Pacific 
coast; and in telephone checks with the Department of Agriculture the only reply 
you can get is: ‘Well, there seems to be a commitment not to sell them there.” 

Mr. Coo.try. And these beans ordinarily would have sold for $50 a ton? 

Mr. SHELLEY. They would have sold for $50 a ton; yes. 

Mr. Coo.tey. The combine purchased the beans at $30 a ton. 

Mr. SHEE. Yes; that is right. 

Mr. Cooirey. Then they sell them on the protected market at $53 a ton? 

Mr. SHELLEY. At $53 a ton. People seeking to purchase them can go to 
nobody else but the combine that purchased them at $30 a ton. 

Mr. Coo.ey. Because the Government officials have agreed not to compete 
with them in the west coast market? 

Mr. SHELLEY. That is what the information that comes to me would indicate. 

Mr. Coo.ey. I would just like to say as a member of the Committee on Agri- 
culture 

Mr. SHELLEY. May I interrupt again? That is what the reports that come to 
me, and the checking I have done, would indicate. I make no charges, but I 
think that the situation as I have revealed it is such that the House Committee 
on Agriculture should investigate. I am very happy to hear the chairman say 
an investigation will be undertaken 

Mr. Coo.ry. I am sure the gentleman agrees with me that we have an excellent 
chairman of the House Committee on Agriculture, a man in whom all of us have 
great confidence and for whom all of us have great respect. I am delighted that 
he is present and has heard the gentleman’s statement, and I express the hope 
he will give this matter immediate attention to the end that the public and the 
Congress might know what the facts really are. 

Mr. SHELLEY. I agree with the comments of the gentleman. 

Mr. Hunter. Mr. Speaker, will the gentleman yield? 

Mr. SHELLEY. I yield to the gentleman from California. 
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Mr. Hunter. The gentleman from California stated that these peas were 
listed by the Commodity Credit Corporation for a period of time? 

Mr. SuHetiey. The Austrian dried peas had been listed for some time, the last 
listing with a quoted price being on April 1 $50 per ton. 
Mr. Hr NTER,. Have there bee! an\ purel ases of the peas at $50? 
Mr. SHe_tey. There were 
Mr. Hunter. What were the amounts of the purchases? 
Mr. Sueuiey. I have not been able to get that information from the Depart- 
nt of Agriculture 
Mr. Hore. Does the gentleman know anything about the condition of these 
peas or the age of them? I know that one of the great problems of the Commodity 

















Credit Corporation is the disposition of commodities that have been held for a 
long time and that have deteriorated or that are approaching a condition of 
deterioration, I am just wondering if the gentleman has looked into that phase 
of the matter in the course of his study of it. 

Mr. SHettey. My reply to the very able chairman of the Committee on 
Agriculture is that I have not been able to look into that personally, but those 
who have consistently over the years been buying these peas, and have bought 
them up to just before this sale to the combine took place, scoff at the idea that 
they were deteriorated. One gentleman in the Department told me in a telephone 
conversation that there was some elem¢e f deterioratior Others say there 
has never been any reported deterioratio With the conflicting statements from 
both sides, and in keeping with the way in which I have tried to present it, I 
think this is a matter the committee ought to go into 

Mr. Horr. The gentleman has mad e statement that is not making any 
charges I assume that if he wishes the committ to investigate he will submit 
some information which I a ffect would constitute t} aking of charges 
upon which the committee can base its investigation. I am a little at loss to 


know what the gentleman means 

Mr. Suevtuey. May I reply to the gentleman by saying that I have never 
tried to make charges against a person without having all the facts personally. 
It has been pretty difficult to get the facts in this cas¢ I have tried to be fair. 
Two weeks ago I wrote a letter of inquiry as to certain facts and still I have had 
no acknowledgment of that letter or no reply. I will make this charge that the 
information I have acquired is so strange that it possibly can be more strange and 
n investigation should be mad 
Mr. Coo.ey. I was going to suggest that apparently you have made out a 
prima facie case, if your information is accurate; that is, the peas were offered 
for $50. they were sudde nly withdrawn and sold se cretly for $30, then put back 
on the market for $53. That seems to me to licate there is something rotten 
in Denmark or somewhere else, and the Portland office did not know about the 


a 





transaction. I think that in itself warrants an i! quiry without pre ferring charges. 
You do not have to prefer charges to in inquiry by the appropriate com- 
mittees of Congress. I want to thank the gentleman for bringing this information 
Lo our attention, for otherwise we might ot have heard about it. 


Mr. Raysurn. If the gentleman had not all the facts, he would not be asking 
for an investigation 
Mr. SHeviey. That is true. 


Mr. Hunter. Mr. Speaker, will the gentleman vield further? 

Mr. SHELLEY. I yield to the gentleman from California. 

Mr. Hunter. The gentlema id that he had addressed a letter to the Secre- 
tary of Agriculture asking certain questio Has there been any communication 
from the Department of Agriculture whi would indicate that they refused to 





answer those questions or merely that they are preparing an answer at the present 
time which will be forthcoming within a reasonable period of time? 

Mr. SHELLEY. I will say to the gentleman I surely would not impugn the intelli- 
gence of the Secretary of Agriculture that they would even indicate that they did 
not intend to answer. I have not heard whether they are preparing an answer. 
All I know is I have been in telephone communication almost daily for about a 


week. The letter is there. They know it is there. They know I sent it. We 


mentioned it in telephone conversations, but still I have no reply. 
Mr. Hunter. How long has the Commodity Credit Corporation had this 
80,000 tons of Austrian peas in st« e? 


Mr. SHevvey. I think that question could better be answered by the Com- 
modity Credit Corporation 

Mr. Hunter. One other questior What is it costing the Commodity Credit 
Corporatio each month to store these pe as? 
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Mr. SHexey. I think that is another question that could best be answered by 
the Commodity Credit Corporation as well as how much they originally paid for 
these peas. 

Mr. Cootey. Mr. Speaker, if the gentleman will yield further, I was just going 
to call attention to the fact that the newspaper article which the gentleman 
referred to mentions the name of Mr. Chase as having been the person in the 
Department. Now, Mr. Chase is one of the persons who negotiated the sale 
with at least three officials of the syndicate companies. The newspaper says of 
him, ‘I will not go into all the details of the Department of Agriculture business.” 
Now is Mr. Chase an employee of the Government? 

Mr. SHeviey. Mr. Chase is an employee of the Government. 

Mr. Cooutry. And he is the one that participated in these negotiations? 

Mr. SHeuuey. That is my information. 

Mr. Coo.ey. Apparently he is the official who, according to this press report, 
is unwilling to discuss the details of this important transaction. 

Mr. Hunter. Mr. Speaker, if the gentleman will yield further, were the 
remarks of Mr. Chase addressed to some member of the press? 

Mr. Coouey. I assume so. 

Mr. SHELLEY. Yes; they were. 

Mr. Hunter. What obligation is there on the part of Mr. Chase to discuss 
Department of Agriculture matters with the press? 

Mr. Coo.try. He may not be obligated to do so, but if it was a perfectly fair 
and honest transaction [ do not see any reason why the press should not know 
about it, and apparently there is no excuse for an official of the Government 
refusing to answer a letter or declining to answer a letter for 2 week 

Mr. Hunter. My understanding is that my distinguished colleague from 
California has addressed a letter to the Secretary of Agriculture asking a num- 
ber of questions in connection with this matter, and perhaps the ease is this, 
that Mr. Chase is deferring his answer until the Secretary officially speaking for 
the Department answers all the questions involved. 

Mr. Coo.ry. I suppose the only reason the gentleman from California is 
now taking the floor of the House is that he has not obtained the information that 
he wants to obtain; is that not correct? 

Mr. SHELLEY. That is correct. 

Mr. Lona. Mr. Speaker, will the gentleman yield 

Mr. SHELLEY. I yield to the gentleman from Louisiana. 

Mr. Lona. All of this conversation, I think, adds up to the fact that what is 
really needed is an investigation of the situation 

Mr. SHELLEY. I think the gentleman has summed it up very briefly and 
very succinctly. 

Mr. Miuuer of Kansas. Mr. Speaker, will the gentleman yield? 

Mr. SHELLEY. I yield to the gentleman from Kansas 

Mr. Miiier of Kansas. Has the gentleman from California been assured 
that he will receive an answer to his communication? 

Mr. SHELLEY. I have no such assurance but I now feel sure since the House 
Committee on Agriculture will look into the matter that an answer will be forth- 
coming either to myself or the committee. 
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Mr. SHetiey. My grain dealer constituent who first called the sale 
of peas to my attention seemed to me to have legitimate grounds for 
complaint on the basis of the facts as he outlined them to me. 

Reviewed briefly, these facts are: 

1. The entire Commodity Credit Corporation stock of peas on the 
west coast had been sold to a single combine of purchasers depriving 
the trade of the Commodity Credit Corporation stocks as a source 
of supply and giving the combine a corner on the cheap feed pea 
market. 

2. The price at which the peas were sold to the combine was 40 
percent below the Commodity Credit Corporation price to the general 
trade at the time of the sale. The reduction in price resulted in total 
return to the Government of $1,600,000 less than might have been 
realized had the entire 80,000 tons been disposed of at the going 
Commodity Credit Corporation market price. 








12 SALE OF AUSTRIAN WINTER PEAS 


3. No opportunity was given to the trade in general through 
invitations to bid or similar means to participate in the 40-percent 
reduction windfall. 

4. The purchasing combine was granted the unusual privilege of 
being allowed 6 months after the date of the sale within which to take 
delivery as contrasted with the normal 30-day period. 

5. The purchasers were given the further unusual guaranty of a 
market closed against competition, possible competition, from other 
commodity credit stocks of peas held in the Midwest. 

The sale was negotiated and consummated in apparent secrecy 
at least as far as the trade was concerned. And the negotiations were 
not carried on through the normal channels in the Portland office of 
the Commodity Credit Corporation or the Grain Branch of the Pro- 
duction and Marketing Administration. 

Since I was unaware of the identity of the buyers of the peas, I was 
in no position to charge undue favoritism had played any part in the 
transaction. However, the strange set of circumstances surrounding 
the sale impelled me to address to Secretary of Agriculture Benson, 
a letter of inquiry into the matter. 

The original of a Department reply, signed by the president of the 
Commodity Credit Corporation, Mr. John H. Davis, I have submitted 
to the subcommittee through Chairman Hope of the full Committee 
on Agriculture. It is to be noted that this reply was recieved only 2 
days ‘after my remarks on the floor; although I had waited 12 days 
previous to that before bringing the matter before the House. 

Mr. Davis’ reply seems to be unsatisfactor v on a number of points. 
Despite that fact, and despite the disclosure that at least one of the 
purchasers of the peas is closely connected with the Department of 
Agriculture through membership on the Secretary’s Agricultural 
Ag dvisory Committee, I want to make it quite clear that I do not 
charge that anyone connected with the transaction either as buyer or 
seller has acted illegally or with improper motives. 

However, I do believe that this subcommittee is well advised in 
going into the matter in full. 

I believe that because Mr. Davis’ letter to me still leaves un- 
ce or incompletely answered, a number of important questions, 
Among those questions are the following: 

1. Why was the feed trade in general not informed that there was 
to be a change in long-standing policy in selling peas and other 
surpluses on a quoted-price basis only? 

2. Why was the policy changed? 

Why were responsible officials in the PMA Grain Branch not 
informed of or brought into the negotiations for the bulk sale of 
these peas? 

4. Why was the 40 percent price cut from $50 to $30 a ton thought 
necessary to move the peas? 

5. Why was the price not cut as listed in the normal manner? 

It seems logical to assume that a feed trade would have snapped 
up the peas at the new price at least within the 6 months granted 
the combine within which to take delivery. 

6. What is the justification for giving the peas to the buyers on 
consignment for 6 months contrary to established policy? 

7. How was it possible for the claimed error in drafting to creep 
into the contract, especially when the error was so important as to 
grant the buyers a monopoly? 
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8. Who participated in the April 2 conference at which moving 
the seed peas as feed was first discussed, according to Mr. Davis? 

Were any of the ultimate buyers or their representatives in on 
this conference? 

9. With whom were the negotiations first started on April 17? 
Had there been any discussions with the Department of Agriculture 
officials prior to this time on the part of any of the purchasers or 
their representatives? 

10. Is this sale an indication that the Department intends to start 
unloading other surplus stocks at prices beneficial to processors and 
grain dealers, intending to break the market price to farmers? 

Perhaps if I had been able to obtain copies of the original and 
revised contracts covering this sale, the answers to some of these 
questions would have been more apparent. But since I was advised 
by the Commodity Credit Corporation on inquiry that copies would 
be produced only, and I quote “under some form of compulsion,’ 
I have been unable to satisfy myself on these matters. 

This refusal on their part to make the contracts public would seem 
to confirm my impression that there has been something hush-hush 
about the whole transaction from start to finish. 

The impression has not been changed by developments since. 
The subcommittee’s investigation, therefore, seems all the more 
desirable at this time. 

Thank you, Mr. Chairman, for the privilege of presenting the 
matter to you. 

Mr. Horven. Thank you, Mr. Shelley. 

Mr. Heimburger. 

Mr. Hermpurcer. Mr. Shelley, the names of practically all the 
other people who are participating or have any part in this investiga- 
tion are a matter of record. I was wondering if at this time there 
would be any objection on your part, or whether you might be in a 
position to give the committee the name of the person who first called 
this to your attention. 

Mr. SHEeLitEy. The name of the person was a Mr. Berger, of San 
Francisco, connected with the Berger Plate Co. His original letter 
I have supplied to Mr. Hope, the chairman of the full Committee on 
Agriculture. 

Mr. Hermpurcer. We knew you had. I just wondered if you 
wanted the name made public at this time. 

Mr. SuHewuey. I have talked to him on the telephone. And he has 
withdrawn his expressed original reluctance and he told me that it 
was perfectly all right to submit the letter and make use of his name. 

Mr. Hermpurcer. Is he in the feed business? 

Mr. Sue.uey. I do not know the gentleman personally, and have 
never had any correspondence with him heretofore, but I understand 
that he is in the feed business. 

Mr. Hemmpurcer. There are just 1 or 2 questions I would like to 
ask about your statement. 

You mentioned depriving the trade of these peas at a reasonable 
price. Do you know of your own knowledge of any efforts that have 
been made by the feed trade to buy the peas since they were sold to 
this combine? 

Mr. SHetiey. Mr. Counsel, I do not. 


85549—53+—2 
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Mr. Hermpureer. You state that the Department did refuse to 
make available to you a copy of the contract they had signed with 
these people? 

Mr. Suetiey. That is true, Mr. Counsel. 

Mr. Hermpurcer. Do you remember to whom you talked about 
that? 

Mr. Suetiey. I make that statement on information given me by 
an assistant in my office, Mr. Richard Downes, who, during my 
absence of the past week or 10 days, tried to get copies of the contract, 
and who informed me that Mr. Nathan Koenig, assistant to John H. 
Davis, President of the Commodity Credit Corporatior, said that 
copies of contracts will be made available only to parties to the sale 
under the departmental regulation; otherwise, they would only be 
released under some form of compulsion. 

| donot know whether [ should interject this; but it ismy assumption 
that what that means is: If the committee requested it, but not an 
individual Member of Congress. 

Mr. Hermpurcer. I might comment at this point, Mr. Chairman, 
that the committee asked the General Accounting Office to make an 
investigation and report of the circumstances surrounding this sale 
and that a copy of the contract is included in that report which we 
have the permission of the General Accounting Office to make public. 

So, [ am just a little puzzled about that refusal, Mr. Shelley. 

Mr. Suetiey. I will have Mr. Downes supply you with the date of 
that 

Mr. Hermpercer. It is not necessary, sir. I didn’t mean to 
question the fact of the refusal. I am simply puzzled about it. The 
chairman of the committee has the contract, and you may look at it 
yourself. 

One other question I wanted to ask. In point No. 8 on page 5 of 
your statement, you referred to the April 2 conference, at which 
moving the seed peas as feed was first discussed according to Mr. 
Davis, and asked: 

Were any of the ultimate buyers or their representatives in on this conference? 

What did you mean by “ultimate buyers’”?—the three people who 
boucht the 

Mr. SHeciey. Those in this joint-venture combine. 

Mr. Hermpurcer. That is what you meant by it? 

Mr. Suetiey. That is right. 

Mr. Hemmpurcer. I have no further questions. 

Mr. Horven. Mr. Sutton. 

Mr. Surron. Mr. Chairman, I would like to ask our colleague one 
question 

Mr. Shelley, would these dealers that brought this to your atten- 
tion, the feed dealers in San Francisco—had they had the chance to 
buy these peas at the same price, would they have bought them? 

Mr. SHetiey. They would have bought some of them from what the 
gentleman has told me. I do not know that he would have bought 
all of them or was in any position to buy all of them; but this comment 
was made to me by the gentleman in a telephone conversation: That 
it was very possible that he and others of a similar classification in the 
business, such as he himself might be put in, could have gotten together 
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in a combine to buy a large amount of the peas or all of the peas. But 
they were not given that opportunity. 

Mr. Surron. Did they intimate to you that they would have paid 
a higher price than this $30 a ton on this same type of contract? 

Mr. SuHeuuey. Yes. I have heard from him, and in discussions 
with a Member of the Senate who had already heard from some of 
his people in the State of Washington. 

It seems that people in the business—and this is purely hearsay 
to me—would have been willing to pay as high as $40 a ton. 

Mr. Surron. You say that was a Senator who told you that? 

Mr. SHeviey. That would have been $10 more than was paid. 

Mr. Surron. I say, was that a Senator who told you that? 

Mr. Suetiry. That is so. That is Senator Jackson of Washing- 
ton, who had correspondence from people in his district concerning 
this; and after he saw my remarks in the Record, he consulted with 
me at some length about it. 

Mr. Surron. But they would have paid $40 a ton for it? 

Mr. SHELLEY. Yes. 

Mr. Surron. On the same basis? 

Mr. SHetiey. Yes. 

Mr. Surron. That is all. 

Counsel wants to know, Were they willing to buy the whole lot 
at $40 on the same basis? 

Mr. SHetuey. | do not know, sir. 

Mr. Hoeven. Mr. Shelley, in vour speech in the House of Repre- 
sentatives, you intimated at least that the sale of the peas was the 
result of some political manipulation. Do you stand on that state- 
ment? 

Mr. Suewiey. | think there is an element which should be stressed, 
sir, as to how these people arrived at this contract with no publicity 
to it, no advertising, no announcement; and with the connections of 
at least one member of the combine, [ think it leaves some questions 
to be asked. And I certainly would like to get the answers. And I 
hope that this committee does. 

Mr. Hoeven. Well, I hope that the representatives of the Com- 
modity Credit Corporation will clear up that matter, and that they 
will also try to answer specifically the several interrogatories Mr. 
Shelley has set out in his statement. 

Are there any further questions? 

Mr. Garutnes. Mr. Chairman, I just wondered if Mr. Shelley 
would state the names of the purchasers. Do you know the names 
of those who purchased? 

Mr. Suetuey. They are in my statement. I have them. 

Mr. Hoeven. The names of the purchasers will be fully disclosed. 
The gentlemen will be here as witnesses. 

Are there any other questions. 

(No response). 

Mr. Hoeven. Thank you, Mr. Shelley. 

Mr. Suetitey. Thank you, Mr. Chairman, and members of the 
committee, 

Mr. Hoeven. The next witness will be Mr. Howard H. Gordon, 
Administrator of the Production and Marketing Administration, of the 
Department of Agriculture. 

You may proceed, Mr. Gordon. 
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STATEMENT OF HOWARD H. GORDON, ADMINISTRATOR, PRO- 
DUCTION AND MARKETING ADMINISTRATION, DEPARTMENT 
OF AGRICULTURE 


Mr. Gorpon. Mr. Chairman, and gentlemen of the committee, 
I am particularly happy to have this opportunity to visit with this 
committee for a little while this morning, because we not only have 
this particular matter here that we are extremely anxious to clear up 
in every detail and furnish the committee with every answer they 
could possibly ask for, but we have also a matter of policy, I think, 
with respect to this same problem as it applies to the very heavy 
inventories of other similar commodities and we need the advice of a 
group of this kind with respect to the handling of those commodities. 

So, I think this can be a most healthy investigation or whatever 
you want to call it, and can be most helpful to us in the Commodity 
Credit Corporation. 

I have a prepared statement here, if I may read it. And then I 
should be very happy to answer any questions that I can. 

My name is Howard H. Gordon. I have been serving as Adminis- 
trator of the Production and Marketing Administration of the United 
States Department of Agriculture and as Executive Vice President of 
Commodity Credit Corporation since January 21 of this year. 

lama native of North Carolina. I graduated from North Carolina 
State College at Raleigh in 1919. Since that time I have operated a 
general crop and livestock farm in Virginia; have been on the staffs 
of the extension services of North Carolina and Virginia; have served 
9 years with the Farm Security Administration and 9 years with the 
Southern States Cooperative which has its headquarters at Rich- 
mond, Va. I was assistant general manager of the Southern States 
Cooperative at the time I resigned to accept the PMA appointment. 

I would like to make a brief statement on the inventories of Com- 
modity Credit Corporation, its sales policy, and some of the overall 
problems which we face. I will then ask Mr. Elwood Chase to make 
a statement on the negotiations which led to the transaction in which 
you gentlemen are interested. 

Mr. Surron. Will the gentleman yield at that point? 

Does this mean we can get into the policy also of the Department 
of Agriculture? Of course, I would like to personally get into the 
policy of the Department of Agriculture. 

Mr. Hoeven. It is my thought that the Commodity Credit Cor- 
poration should fully acquaint us with the policy In the Department 
of disposing of dabs of surplus nonbasic commodities. 

Mr. Surron. Then, Mr. Chairman, will it be our privilege to ques- 
tion him on flaxseed and other products in Texas and the situation 
in cottonseed sales that are going on now pertaining to the policy 
of the Department of Agriculture? 

Mr. Hoeven. I think we should not get away from the main objec- 
tive of this committee and our main assignment, and that is the 
investigation of the sale of certain Austrian winter peas. 

But I do think we should explore somewhat the general policy of 
the Commodity Credit Corporation in disposing of dabs of surplus 
nonbasic commodities. We should not get off on a tangent and 
entirely another subject. Certainly an opportunity will be afforded 
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to disclose the general policy of the Commodity Credit Corporation 
in handling and disposing of these commodities. 

Mr. Surron. Mr. Chairman. There are lots of things we would 
like to go into if he is going to go into the policy of the Department; 
because I personally, for one, would like to check into the flaxseed 
deal down in Texas; because it seems to me that is a Brannan plan 
for one grain dealer. 

Mr. Hoeven. Let me say to the gentleman from Tennessee that 
the chairman of this committee, Mr. Hope, has assigned Subcommittee 
No. 3 the investigation of the sale of certain Austrian winter peas on 
the west coast. 

Whether or not Chairman Hope would like to also assign to this 
subcommittee the authority to make a full investigation of the flax- 
seed situation or anything else can be determined at a later time. I 
do think we should stick to our subject at this hearing and determine 
the general policy, and then if the gentleman from Tennessee feels 
that a special hearing should be held on the matter of flax, why, he can 
take that up with the chairman of the full committee. 

Chairman Hope can assign to any subcommittee the duty of making 
an investigation in any field. I do not think that we should go off 
on a tangent here and go far afield on some other investigation which is 
not closely related to the subject for which this committee is sitting 
this morning. 

Mr. Surron. That is the reason, Mr. Chairman, I was bringing up 
the question, because he does not touch on the Austrian pea situation 
in his statement at all. 

Mr. Betcuer. Well, he ought to have at least three paragraphs 
before he gets into the general discussion. 

Mr. Horven. Now, let me say this: Any witness before this com- 
mittee is going to be privileged to make his statement in full. I am 
going to ask that the witnesses be permitted to make their statements 
without interruption. Every member will be given full opportunity to 
question the witnesses after counsel has finished with his questioning. 

You may proceed, Mr. Gordon. 

Mr. Gorpvon. Thank you, Mr. Chairman. 

On January 21 when Mr. Benson became Secretary of Agriculture, 
Commodity ‘Credit Corporation inventories were very heav vy; in 
additior , loan and other commitments under which Commodity C ‘redit 
Corporation was likely to acquire additional inventories were even 
heavier. The financial statement for the Commodity Credit Cor- 
poration as of February 1, 1953, showed a total investment in com- 
modity inventories of $1,092 million and its loans secured by commod- 
ities as collateral as $1,813 million. 

We were acquiring butter at the rate of about 1 million pounds 
per day. We had obligations outstanding under which about half 
of the cottonseed products, that is, cotton linters, cottonseed meal, 
and cottonseed oil produced from the 1952 crop, were expected to 
be tendered to us. 

I would like to cite a few figures to give you an idea of our current 
ownership of commodities: 236,000 bales of cotton, 850,000 bales of 
cotton linters, 204 million pounds of butter, 145 million pounds of 
cheese, 288 million pounds of dried milk, nearly 1 billion pounds of 
cottonseed oil, if we include oil that is still to be delivered from last 
year’s crop on tenders by oil mills, 490 million pounds of linseed oil, 
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242 million bushels of corn, 310 million bushels of wheat, and 100 
million pounds of wool. 

In addition, we have 1,582,000 hundredweight of 6 different varie- 
ties of beans. We have 1,700,000 bags of seed—100 pounds to the 
bag. Included among the 21 varieties of seed in our inventory is 16 
million pounds of ladino clover in which the Government’s investment 
is $1.13 per pound. We have enough of this clover seed to supply the 
total needs of the country for 2% years even if there were no new pro- 
duction. 

The best way to get an idea of the immense size of our holdings is to 
look at our storage bill. Each day it costs between $350,000 and 
$400,000 to pay the storage charges on the commodities owned by the 
Commodity Credit Corporation. It is, of course, our policy to dis- 
pose of our commodities, to recover our investment, to reduce storage 
costs which we incur, and to reduce the danger of loss from spoilage 
of our stocks. 

It is, however, by no means a simple matter to make sales of sub- 
stantial quantities of commodities without demoralizing markets and 
impairing price-support programs. No hard and fast pattern has 
been followed by Commodity Credit Corporation in the commercial 
sale of its commodities. 

Storable commodities, which are not in immediate danger of deteri- 
oration, we sell in the domestic market as required by law at not less 
than 105 percent of the current support price plus carrying charges. 
This limitation does not apply on sales for export, sales for feed, sales 
of oilseeds, sales of commodities in danger of deterioration, or sales 
for use as seed. 

The Board of Directors of Commodity Credit Corporation has 
generally provided for the disposal of commodities pursuant to the 
approval by the President of Commodity Credit Corporation but in 
certain instances has retained this authority itself. The Board of 
Directors has directed that the disposal of commodities be under 
circumstances which will assure fairness, competition, and the best 
price obtainable. 

Sales are made pursuant to competitive offers, unless otherwise 
authorized by the Board of Directors, unless such method is deter- 
mined to be impractical, or not in the best interest of the Government. 
The President of the Commodity Credit Corporation, or the Executive 
Vice President is authorized to approve sales of commodities for live- 
stock feed; however, in the April 30 sale of 80,000 tons of Austrian 
winter peas which will be covered in more detail later, the transaction 
was of such a size that it was deemed advisable to present it to the 
Board of Directors for approval and the transaction was approved by 
the Board before it was consummated. 

The method used by Commodity Credit Corporation in disposing of 
its commodities is determined following consideration of such factors 
as the storage condition of the commodity, the size of Commodity 
Credit Corporation inventory, the overall demand supply relation- 
ship, the prior rate at which stocks were being returned to commeréial 
channels, the existence of an organized market, a futures market, and 
current price quotations and other similar conditions. 

The catalog method is used for the disposal of cotton, cotton linters, 
and tobacco. (The catalog or list which is made available to pro- 
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spective buyers sets forth grades or quality, age, quantity, and in some 
instances also includes location and price.) 

Since January 1950 monthly lists have been issued setting forth 
prices at which specified Commodity Credit Corporation commodities 
are made available for sale. In the sale of commodities under certain 
conditions, offers have been solicited from prospective buyers pursuant 
to public announcement. 

Under other conditions, sales have been consummated on a nego- 
tiated basis after making generally known to the trade the avail- 
ability of the commodity. During the last year sales of dry edible 
beans and deteriorated lots of grain have been made on a negotiated 
basis. 

When it is desirable to move a sizable stock of a commodity for 
which there is no organized market, which is offgrade or is to be 
diverted to other than its primary use, the negotiated sales method 
has definite advantages. Direct negotiations permit prospective 
buyers to survey the field and make tentative arrangements as to 
possible uses or sales as the negotiations progress prior to making 
definite commitments. The give and take between the prospective 
buyer and his customers can reduce much of the buyer’s price risk 
which is normally present in connection with such commodities under 
the offer and acceptance method. 

The efficient management of Commodity Credit Corporation in- 
ventories and the proper disposition of Commodity Credit Corpora- 
tion owned commodities poses one of the most difficult problems if 
not the most difficult faced by the Department of Agriculture. 

I hope that you gentlemen will give us some help with it by look- 
ing not only at the sale of Austrian winter peas but also at the many 
other commodities we own. Put yourselves in our position and let 
us know what you would do. I think we must have flexibility in 
our sales methods and must study the problems of each commodity 
individually. 

I think that the sales method we used for Austrian winter peas 
was the best answer to a difficult problem and that there will be a 
few other cases, blue lupine seed for example, where it may be desir- 
able to do the same thing. If there are solutions to the problems 
that we have overlooked, we would certainly appreciate having them 
pointed out. 

That completes my prepared statement. And before we ask Mr. 
Chase to present his statement, I will be very happy to answer any 
questions from the counsel or members of the committee. 

Mr. Hoeven. The Chair makes specific reference in Mr. Shelley’s 
testimony to the interrogatories that he has propounded. Would you 
care to attempt to answer the questions at this time, or would you 
prefer to have Mr. Chase answer them with you jointly after consulta- 
tion. We would like to have those questions answered. 

Mr. Gorpon. Would you prefer to have them answered before Mr. 
Chase’s testimony, or would it not be better to get the facts about 
the case clearly before the committee before we attempt to answer 
those questions individually. 

Mr. Hoeven. That is my impression, but I am asking your opinion. 

Mr. Gorpon. I think it would be better to have Mr. Chase’s testi- 
mony in which we outline all of the factors because many of the ques- 
tions raised by Mr. Shelley are answered in his testimony. 
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Mr. Hoeven. Can you give us some idea about the commodity 
which we are dealing with here this morning, the Austrian winter peas? 
I understand that they are a cover crop, not generally an edible pea 
for human consumption. They are used for feed or seed. 

Also tell us something about the keeping quality of Austrian winter 
peas. 

Mr. Gorpon. Well, that is covered pretty fully in Mr. Chase’s 
testimony. I will be glad to do it briefly. 

It is, of course, as you say a cover crop seed which is used very 
largely in the South and Southeast. The support program as I 
understand it on these cover crop seeds and many of the hay and pas- 
ture seeds was intended to insure an adequate supply of the seeds for 
use in connection with the various conservation programs of the 
Department of Agriculture. 

The Austrian winter pea has never been used to any great extent 
so far as I know for any other purpose than for cover crop seed. As to 
its keeping qualities, that will depend very largely on the type of 
storage. But certainly you would expect pretty rapid deterioration 
in the germination of the seed after a couple of years. On top of 
that, we have a condition in the South where the use of Austrian 
winter peas contributes to a diseased situation in tobacco which 
had been one of the fields in which it was used rather extensively. 

The use of Austrian winter peas has decreased very, very rapidly 
in some of those areas in which it previously had been used extensively. 
That is the primary reason for the very heavy buildup in these inven- 
tories. 

Mr. Hoeven. In other words, there has been no trade demand 
for Austrian winter peas? 

Mr. Gorvon. That is right, or at least the demand was much 
smaller. 

As a matter of fact, these peas were acquired primarily in the 
years 1949 and 1950; there was no support operation in 1951 and 1952. 
In spite of that, the production was adequate to meet all require- 
ments, and no opportunity for a reduction in the inventories held by 
Commodity Credit Corporation. 

Now, they have not been used for food. We encouraged the Army 
to use Austrian winter peas in Korea for feeding the civilian population 
there; and found that they could be used to a certain extent. Anda 
few million pounds were disposed of in that way. But we found that 
the demand was so light and that the opportunities for disposition by 
that method were so unpromising that we turned to feed then as a 
possible outlet. 

Now, it has not been used in feed; but we felt that it would be usable 
to replace certain ingredients in feed, and the attempt to dispose of it 
was based on the relative feeding values compared with these other 
ingredients normally used in feed. 

Mr. Horven. Mr. Heimburger, do you have any questions? 

Mr. Hermpurcer. Yes; I have just a question or two that I would 
like to ask Mr. Gordon. 

Mr. Gordon, can you tell the committee now how many sales have 
been made by Commodity Credit Corporation since January 1 on a 
negotiated or competitive bid basis—how many contracts for such 
sales have been made? 
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Mr. Gorpon. I think that this is the only negotiated sale that has 
been made, certainly of any significance. Of course, 1 would not be 
in a position to tell you how many have been made on a competitive 
bid basis. 

Mr. HermmpBurcer. You would have those figures available? 

Mr. Gorpon. We could get those figures for you, and would be 
very happy to supply them to the committee. 

Mr. Hermpurcer. I wonder if you would do that; and, also indi- 
cate when you supply these figures the statistical data as to these 
contracts for sale of commodities on a bid basis as to how many of 
these contracts provide that the buyer should get the advantage of 
any in-transit freight differential and how many provided othe rwise 
and in how many of them the buyer was to receive the commodity in 
a guaranteed condition. In other words, stipulated as to good con- 
dition or a certain condition by the Government, and how many of 
them were on an ‘‘as is’ basis. And break down as to length of time 
the buyer had to pick up the commodity in each case. 

I suppose in that case you had better indicate as to each contract 
what the length of time was, unless they all fall into one or two 
categories. 

Mr. Gorvon. We will be happy to do that; but I would like to call 
the attention of the committee to the fact that in this instance we 
had a clean-up proposition, and a very substantial volume involved, 
which would create conditions entirely different from those that would 
apply to the sale of commodities generally. 

I just mention that so that you will keep that in mind when you 
study this information which is furnished you. 

Mr. Hemmepureer. I think that is quite true. And you might then 
break your information down into another category, indicating the 
volume involved or any other statistical analysis of mone contracts 
that you think would be helpful to the committee. But I would like 
to have particularly those points covered; and also the point as to 
whether or not there was in any of these contracts any provisions 
protecting the buyer against compe tition either pricewise or by area 
on the part of the C ommodity Credit Corporation 

Mr. Gorpon. All right. We will be glad to do that. 

(The information requested above is as follows:) 

Juty 3, 1953. 
Mr. Joun J. HEIMBURGER, 
Chief Counsel, Committee on Agriculture, 
House of Representatives. 

Dear Mr. Hermpurcer: On June 17 at a hearing by Subcommittee No. 3 
on the sale of Austrian winter peas by Commodity Credit Corporation, you 
requested that we furnish some statistical information on contracts entered into 
by CCC since January 1, 1953, on a negotiated or competitive bid basis showing: 

(a) Total number of such contracts. 

(b) How many contracts provided that buyers should get the advantage of 
any ‘‘in-transit freight.” 

(c) In how many contracts the buyer was to receive the commodity in a 
guaranteed condition, and how many were sales on an ‘“‘as is’’ basis. 

(d) A tabulation as to the length of time the buyer had to pick up the com- 
modity in each case. 

(e) How many contracts contained a provision ‘ ‘protecting the buyer against 
competition either pricewise or by area’”’ on the part of CCC. 

Subsequent to the hearing it was agreed between you and Mr. W. E. Underhill 
of this office in a telephone conversation that inasmuch as a complete statistical 
tabulation would involve obtaining data from field offices and would require 
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more than a week to prepare in complete form, that a narrative statement sub- 
mitted at once would be of more help than a complete tabulation submitted at 
a later date. Our narrative statement on this subject is as follows: Com- 
modity Credit Corporation is involved in the sale of many commodities each 
day on a negotiated or bid basis and a complete tabulation of such transactions 
since January 1 would be quite lengthy. For example, each week approxi- 
mately 500 cars of corn are sold in terminal markets through commission mer- 
chants who as agents of CCC negotiate with potential purchasers. The per- 
sonnel in the Washington office are, however, familiar enough with the sale’s 
method utilized to give rather a complete statement on the types of conditions 
involved in the various types of sales which we make. 

In the typical sale CCC receives compensation from the purchaser for any 
benefits available from paid-in freight (transit). In some cases, however, such 
as in the sale of odd lots of deteriorated milk powder for animal feed, transit 
rights have been given to the purchaser if it is determined they are of no value to 
CCC. 

The large majority of commodities sold by CCC are sold with a stipulation as 
to condition. Vegetable oils are sold on specification as to free fatty acid, mois- 
ture, impurities, etc.; seed are sold on the basis of purity and germination; grains 
on the basis of grade and, in the case of wheat, protein content; cotton linters on 
the basis of grades or chemical analysis; and dairy products by grades—to mention 
a few of the items which we sell. On the other hand, sales of such commodities 
as sample-grade beans, corn screenings, out-of-condition corn, flood-damaged 
butter (inedible) and off-condition peanut butter have been made on an “‘as is 
where is” basis with the buyer responsible for ascertaining to his own satisfaction 
the condition of the commodity he is purchasing. 

There is a tendency for purchasers of CCC commodities to buy only for im- 
mediate known requirements and accordingly there are more cases in which a 
buyer takes possession of the commodity immediately than there are cases in 
which he requests time in which to pick up the commodity. We have, however, 
sold blue lupine meal with delivery scheduled over a 9-month period. This was 
done in order to conform with the schedule under which fertilizer ingredients are 
commonly sold. We have sold cottonseed meal for delivery over a 120-day 
period and we have entered into a number of barter contracts in which we have 
given the purchaser up to 6 or 8 months in which to pick up the commodity. In 
these particular contracts the buyer is usually given about the same amount of 
time in which to import and deliver the commodity which the Government wishes 
to acquire. 

There have been no contracts other than the one for the sale of Austrian winter 
peas in which the purchasers were given protection from competition on an 
area basis by CCC. There have been a number of sales made, however, where 
we have offered protection from CCC competition in the form of price cuts. 
This has usually been done in a public announcement which states that we will 
hold our price firm for a stipulated time. Seeds, cottonseed oil, blue lupine meal, 
and other commodities have been sold on this basis. 

If additional information should be desired, we will be pleased to supply it. 

Sincerely yours, 
Howarp H. Gorpon, 
Administrator. 


Mr. Hermsurcer. I have no further questions. 

Mr. Horven. Mr. Gathings. 

Mr. Gatutnes. Mr. Gordon, when did the purchasers first approach 
the Commodity Credit Corporation with regard to the Austrian winter 
peas? 

Mr. Gorpvon. Well, that is in Mr. Chase’s testimony. 

Mr. Gatuines. Did they come to you, Mr. Gordon; did they discuss 
it with you originally? 

Mr. Gorpon. No. It was not discussed with me originally; it was 
originally discussed at a meeting of the Seed Advisory Committee in a 
general way. 

Mr. Gatuines. What was the total supply of Austrian winter peas 
that you had in stock on hand? 
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Mr. Gorpvon. The total supply at that time, at the time we got 
under way, was about 110,000 or 112,000 tons or something in that 
neighborhood. Eighty thousand of it was in this particular area 
and the rest had been brought farther east in line with the normal 
movement of the commodity to consumption areas. 

There was a storage problem in the Pacific Northwest so we tried to 
move them to various points en route to the market where they could 
be stored. The other 20,000 to 30,000 tons is stored at various points 
which would normally be in the line of travel to the market. 

Mr. Gartuines. Now, how much were the storage charges? I 
would like to get that in the record. Do you have the figures on that? 

Mr. Gorvon. Well, the storage charges on the total holdings were 
running around $48,000 a month or a little better. 

Mr. Garuineos. Is that on the overall? 

Mr. Gorpon. Yes, sir. 

Mr. GaruinGs. Overall quantity you have? 

Mr. Gorpon. That is right. 

Mr. Gatuines. What kind of condition as to germination were the 
peas? 

Mr. Gorvon. What is the percentage of germination? 

Mr. Garurnes. I believe you testified the 1949 and 1950 crop; is 
that correct? 

Mr. Gorvon. That is correct. 

Mr. Gatuincs. And what percent of germination are those peas? 

Mr. Gorpon. At the present time? That would vary very greatly 
by lot and depending on circumstances surrounding their storage. 

And I am not able to give you that information. But I think it 
would be quite evident on the face of it that we can make no guaranty 
with respect to germination that would be satisfactory for seed pur- 
poses after a period such as this. 

Mr. Garurines. Now, Mr. Gordon, how many negotiations of this 
kind have taken place to your knowledge in the Department of Agri- 
culture? 

Mr. Hoeven. Will the gentleman yield? 

Mr. Gartuines. Yes. 

Mr. Hoeven. I am quite sure Mr. Chase, who will follow Mr. 
Gordon, is going to give us a chronological account of everything that 
was done. 

Mr. Garuincs. Well, then, Mr. Chairman, I think we will save 
time if I wait for the next witness. 

Let me ask you one thing about this policy. You have to obtain 
at least 105 percent of the current support price on storable commod- 
ities, on the basis of storable commodities, in your statement—and 
on seeds. Now, what is the general practice, Mr. Gordon, with respect 
to disposing of peas and seeds? Would anyone who wished to buy 
these peas ordinarily go to the grain branch or would he go to the 
Board of Directors or go to you or to whom? 

Mr. Gorpon. They ordinarily would go to the area commodity 
office nearest them. In other words, the office which controls the 
storage and disposition of these seeds. 

And if the »y did not already have a price list available to them, or 
if they had a price list which indicated that the office should be con- 
tacted, they would contact that office and determine the availability 
of the commodity they were interested in, the price, and so forth. 
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Mr. Garuines. Now, Mr. Chase is going to testify as to what was 
done by the Commodity Credit Corporation in trying to dispose of 
these peas? 

Mr. Gorpvon. That is right. He is going to take it in chronological 
order, and outline the movement over a period of time and the diffi- 
culties encountered and all that kind of thing. 

Mr. Garuines. Well, I will defer further questioning. 

Mr. Horven. Mr. Albert. 

Mr. Atserr. Mr. Gordon, did you have any part in this transaction 
personally? 

Mr. Gorpon. Yes, I did, to this extent, that I was consulted to 
begin with with respect to this method of disposing of this commodity. 

This has been one of the really difficult problems we have faced 
because of the volume involved, and the heavy storage charges 
involved. 

To be perfectly frank with you, we hed been reduced to the point 
where we felt the only way we were ever going to dispose of these 
peas was through re lief outlets, and the Board of Directors had even 
gone so far as to indicate that they were willing to place them on the 
list of commodities available for relief purposes. 

However, at the same time, the Board of Directors said to me: If 
there is any possibility of selling them at any figure that is significant 
at all, we want you to sell them instead of giving them away. 

So, when it wes suggested to me that they might be disposed of in 
this manner, I felt that we should not overlook any opportunity to 
make disposition of the majority portion of our stocks. I encouraged 
Mr. Chase to proceed with the negotiations. Then, the negotiations 
were reported to me; and I indicated that I felt that the proposition 
should be accepted in the interest of the corporation, because it meant 
a return of approximately $2,400,000 on a commodity which we had 
felt we would have a total loss on. 

At the same time, I felt it was a deal of such size that the Board of 
Directors would want to take a good look at it. You realize that we 
have a new Board of Directors, which is very conscientious; they want 
to learn all they can about the problems which face them. They 
want to be sure that the program is a sound one and knowing that 
feeling on their part, I took this matter to the Board of Directors 
myself, explained all the circumstances surrounding it, and secured 
their approval. 

Mr. Atsert. How did this matter first come to your attention? 

Mr. Gorpon. Well, this matter of the various inventories came to 
my —— 

Mr. Atsert. I mean how did this prospective sale first come to your 
attention? Who brought it to your attention? 

Mr. Gorpon. Mr. Chase brought it to my attention first. He 
had been holding a series of industry advisory committee meetings 
with various groups, principally in grains, grain sorghums, various 
seeds, and so forth. And at one of the meetings of the Seed Advisory 
Committee, they discussed this problem of tremendous inventories 
on these particular seeds, and what in the interest of the producer, 
the trade, and everybody else, should be done with them. And 
out of that grew the suggestion that they might be handled on this 
basis as a feed. 
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Mr. Apert. Did the ultimate purchasers discuss this matter 
with you? 

Mr. Gorpon. Not with me. 

Mr. Atgert. They did not? 

Mr. Gorpon. No. 

Mr. Atsert. Did you ever suggest that other dealers be called 
in to discuss the possibility of selling these peas at a price higher 
than $30? 

Mr. Gorpon. I think you will find that an effort was made to 
acquaint as many of the larger dealers in that territory as we felt 
would be in a position to be interested in a matter of this kind with 
the fact that they were available. 

Mr. AtBert. Was any price suggested in these various conferences? 

Mr. Gorpon. To them? 

Mr. AtBertT. Yes. 

Mr. Gorpon. No, sir; not to them. 

Mr. AtBert. Do you know anything about the condition of the 
storage of these peas prior to this sale? 

Mr. Gorpon. You mean their condition 

Mr. Atsert. Were most of them in good condition, in good storage? 

Mr. (JORDON. They were in rood storage: and In a fair condition 
for feed; but not for seed. 

Mr. Atsertr. Do you know whether there is a precedent for this 
type of sale? 

Mr. Gorpon. Oh, yes; indeed. 

Mr. Atserr. Can you furnish t 
pre edents? 

Mr. Gorpon. I think so. 

Mr. Autsert. There are precedents- 

Mr. Gorpon. As a matter of fact, Mr. Chase, in his statement, will 
refer to some of them. 

Mr. Atsert. That is all. 

Mr. Horven. Mr. Sutton. 

Mr. Surron. Mr. Gordon, you said that these had never been used 
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for anything but seed before. 

As a matter of fact, do not these peas contain about 20-percent 
protein? 

Mr. Gorpon. I do not know the exact amount. I would say about 
that; yes. 

Mr. Surton. And that is just about as much protein as corn con- 
tains? 

Mr. Gorpvon. Well, it is more than corn—about the same as gluten 
feed and some of the other ingredients which are used in feed. 

Mr. Surron. As a matter of fact, in the Northwest section, has it 
not been used as a substitute for corn and feed before? 

Mr. Gorpon. Not to my knowledge. Now it could have been. It 
is possible that it has been, but I do not know that it has been. 

Mr. Surron. And when this sale was negotiated, it did not matter 
about the seed germination at all, because it was sold exclusively for 
feed; was it not? 

Mr. Gorpon. That is right. Because, in the first place, there was 
no outlet for it for seed; and if there had been, we could not have 
stood back of the germination. 
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Actually the idea of using this for a feed originated with us as a last 
resort on the disposition of this commodity. 

Mr. Surron. The Seed Advisory Committee that you speak of that 
met on this, is that the same thing known as the Secretary’s Interim 
Agricultural Advisory Committee? 

Mr. Gorpon. No, indeed. 

Mr. Surron. The Secretary’s meeting that they had; were you 
in on that? 

Mr. Gorpon. No, sir; I have not been in on any of their meetings. 

Mr. Surron. Is it the policy when you have negotiated sales, that 
the Director of the Grain Branch be included in the meetings? 

Mr. Gorvon. The Grain Branch was included in these meetings 
and in these talks. 

Mr. Surron. Well, was the Director consulted on this sale at all or 
any of his assistants? 

Mr. Gorpon. Yes, sir. I discussed personally with some of them 
this matter of the sale; and others of them were in on the negotiation 
and the development of the contract as will be brought out in the-—— 

Mr. Surron. Could you tell me who was in on it?) I mean whom you 
talked to in the Grain Branch? 

Mr. Gorpon. Well, I know that I talked to Mr. Tripp, who is one 
of the men who will be referred to. 

Mr. Surron. He was the one who was directing the writing of this 
contract? 

Mr. Gorpon. Yes, sir. 

Mr. Sutrron. But you do not say you talked to the Director of 
the Grain Branch? 

Mr. Gorpon. Well, we were in the process of losing a Director of 
the Grain Branch about that time. And I would not like to state from 
memory whether I discussed that matter with him or not; because I 
do not remember exactly when this occurred. 

Mr. Surron. Well, you had a new Director on April 30. 

Mr. Gorpon. We did not have a new Director; we had an Acting 
Director. It seems to me he came in about the 23d of April. The 
old Director is here and we could find out. 

Mr. Surron. He was not consulted on this deal at all. In fact, 
he has told me that neither he nor any of his assistants were consulted 
on this deal. 

Mr. Gorpon. Well, I think he is mistaken about his assistants. 
But it is entirely possible that under the circumstances I did not 
consult with him; and I think you can readily understand that fact. 

Mr. Surron. Do you know what they are selling the feed for now 
that they are using this Austrian winter peas for? 

Mr. Gorpon. I could not tell you that. And it would depend 
entirely on what type of feed it was put in, you see. 

That market can be readily determined. I would like to say this: 
that the sale of the peas was publicized immediately, including the 
buyers and the price. 

Mr. Surron. That is to say the sale was negotiated. 

Mr. Gorpon. After we negotiated it and before the contract was 
consummated, the price was indicated. 

In other words, the minute this deal was worked out and approved 
by the Board of Directors, we made a public release, a news release, 
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in which we indicated the sale, the method of sale, the purchasers, 
and the price at which they made the purchases. 

I would like to say this: That if I did not consult the outgoing 
Director of the Grain Branch, it was not because of any lack of con- 
fidence or anything of that kind; because our relationships were the 
very best. But I think you would hardly bother a person who is 
going out right at that immediate time with a problem of this kind. 

Mr. Surron. When was it that you first knew that this sale was 
underway? 

Mr. Horven. Will the gentleman yield? 

Mr. Surron. Yes. 

Mr. Hoeven. Mr. Gordon, you referred to a press release. Will 
Mr. Chase present it? 

Mr. Gorpon. Yes. 

Mr. Horven. All right. 

Mr. Surron. The press release you had was May 28. 

Mr. Gorpon. No. This was made back at the time the sale was 
made. 

Mr. Surron. There is something I would like to ask Mr. Gordon, 
Mr. Chairman, after all the testimony. I would like to have Mr. 
Gordon back to question him on his statement of policy and other 
things, after, of course, we get through with the Austrian peas; 
because he brought up so many things in his prepared statement. 

Mr. Hoeven. A full opportunity will be given for questioning. 

Mr. Surron. I do not want to bother the committee at this time. 

Mr. Horven. Mr. Wampler. 

Mr. Wampter. Mr. Chairman, I want to say that I think Mr. 
Gordon’s testimony, as far as I am ‘concerned, has been very enlighten- 
ing to me, not only on the question that we have under immediate 
consideration, but the whole topic of the Commodity Credit Corpora- 
tion. 

I certainly want to sympathize with you with the tremendous job 
that you have. I did not realize that we were in the business quite 
as deeply as we are. But, I gather from your statements and your 
testimony that it is your aoe in view of all the facts that this 
action of the Commodity Credit Corporation and those who directly 
handled this sale, that it was entirely proper, and it was an effort on 
the part of the Commodity Credit Corporation to dispose of what we 
might call an odd lot of seed, an effort to minimize the Government’s 
investment—that is, their losses? 

Mr. Gorpon. It was entirely proper; it was entirely legal; is was 
good business. 

Mr. Wampter. That is my point. It was an effort to save for the 
taxpayers of this country? 

Mr. Gorpvon. That is right. 

Now, the difference between giving a commodity away and recover- 
ing in the neighborhood of $2.4 million for it just makes sense in 
anybody’s language. 

Mr. Wampter. That is the point that I wanted to make. 

Mr. Hoeven. Will the gentleman yield? 

Mr. Wampuer. Yes. 

Mr. Horven. Mr. Gordon, you mentioned the fact that you con- 
sider this sale legal. I assume you refer to the provisions of section 407 
of the Agricultural Act of 1949? 
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Mr. Gorpon. Yes; that is right. 

Mr. Hoeven. Now, did the sale of these Austrian winter peas in 
any Ww ay impair any price-support program? 

Mr. Gorpvon. No, sir. 

Mr. Hoeven. Mr. Jones. 

Mr. Jones. Mr. Gordon, the procedure that was followed here, do 
you have precedents for that? What I am referring to is the fact 
that according to this contract, it appears that they would pay for 
these seed as they were drawn out; is that correct? 

Mr. Gorpon. That is right, sir. 

Mr. Jones. Do you have any precedent for extending the privilege 
of withdrawing those peas over such a long period of time? 

Mr. Gorvon. That I cannot answer offhand; but, you see, I have 
only been in a short time; and I am not familiar with the history of 
the corporation to that extent. But we could determine that for you, 
sir 

Mr. Jones. Would it be possible then for these buyers to enter into 
this operation with a very limited capital and depend upon making 
the sale and receiving the money before they were liable for payment 
to the Government? 

Mr. Gorpon. I do not think so. 

As a matter of fact, this is a tremendous undertaking; this matter of 
disposing of such a quantity of commodities, and for an entirely new 
purpose. You want to realize that the use of this commodity is new. 
It had to be sold. It had to be sold to mills who had to be assured of 
a sufficient quantity so that they could put it in their formulas and 
keep it in there for a reasonable length of time without changing 
those formulas, because you know how particular the farmer is about 
that. It is a straight merchandising job; and Commodity Credit 
Corporation is in no position to set up a merchandising program of 
this kind. 

I think we would be highly criticized if we tried to set up a big mer- 
chandising staff. I certainly would be opposed to it. 

Mr. Jonxs. I have not read the contract closely enough to deter- 
mine that; but would it be possible for these buyers, if after their 
experience showed them that they had made a poor purchase to say: 
“Well, we do not care about taking any more peas out’’; do they have 
a bond guaranteeing that they will take these peas? 

Mr. Gorpvon. I will have to ask Mr. Chase or someone else about 
that. 

Mr. O’Leary, could you tell us about the bond? Was there a 
bond requirement? 

Mr. O’Luary. There was not a bond. The financial condition 
of the buyers was such that the officials drafting the contract thought 
that a bond was not necessary. However, the buyers could not back 
out of the contract. They were required to take delivery within a 
6-months’ period; if they did not do so, the Corporation could effect 
delivery automatically. 

— Jones. Is it customary in purchases of that type to furnish 
the Government a bond that you will make certain compliance? Is 
that not a Government requirement? Is that not usually required? 

Mr. O'Leary. If you are selling on competitive bids—that is, I 
am speaking on the Commodity Credit Corporation—the announce- 
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ment may require bond if the Corporation requests it. And the 
successful bidder must post such bond if the Corporation requests it. 

Mr. Jones. As a matter of fact, in the past, did you require bond? 

Mr. O’Leary. In some cases, yes; and in some cases, no, depending 
on the financial situtation of the buyers. 

In negotiated sales of grain, bonds are not required as a general 
rule I do not believe. 

Mr. Jones. Mr. Chairman, I would like to inquire the name of the 
gentleman who is answering my questions. 

Mr. Gorpon. Mr. O’Leary, a member of the Solicitor’s Office of 
the Department of Agriculture; and incidentally, the lawyer who 
helped write the contract and who deals directly with proble ms 
involving grain in the Department of Agriculture. 

Mr. Jones. Well, one other thing I would like to find out. 

You mentioned the fact that these peas are used largely in the South 
and Southeast. Now, these particular peas that were sold; where 
were they produced? 

Mr. Gorvon. They are produced in the Northwest; and I think 
primarily in Oregon and Washington, and those States in that general 
area. 

Mr. Jones. The thing I was wondering about is the fact that these 
peas are used largely in the South and Southeast, and still the pre- 
ponderance of the peas are stored in the Northwest. Now, does that 
mean that they are grown up there but they found no use for them. 
Is that the reason that the Commodity Credit Corporation bought 
them up there? 

Mr. Gorpon. No. As I understand it, it was felt desirable to pro- 
vide an incentive program for the production of adequate quantities 
of these cover crops, crop seeds. And the support program was set 
up; they were produced in this area, which is the primary producing 
area. ‘They were by and large stored in that area until such time as 
there was a demand for them. 

But because there were inadequate storage facilities for the total 
crop, about 20 percent or 30 percent of them, somewhere in that 
neighborhood, were moved into other area, which would be in line 
with the normal movement of the seed just to secure adequate storage. 

Mr. Jones. When was the last sale of these peas in this particular 
area made prior to this sale of April 30? 

Mr. Gorpon. Oh, there were piddling amounts of sales made all 
along. 

Mr. Jones. What would be the average price? 

Mr. Gorpon. That will be covered in Mr. Chase’s testimony step 
by step. The prices will be given, the amounts sold, and so forth. 

Mr. Jones. Well, now, one other question. 

Were any germins ition tests made of these seed or was it just taken 
as a matter of fact—“We know that germination does go down’’—— 

Mr. Gorpon. We undoubtedly have germination tests on seeds 
from time to time during the period of storage, and they could be pro- 
vided the committee. But, you will remember I told you that in 
1951 and in 1952, the production in those 2 years took care of all of 


the requirements for these seeds so that there was no withdrawals 
from our inventory. 
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And there was a continued lessening of demand for the commodity 
until we simply were stuck with this as just no possible outlet for them 
as seed any time in the future. 

Mr. Jonges. Well, now, in your statement here it says that this 
limitation of sale does not apply on the sales for use as seed. Now, 
could these have been sold for seed as well as being sold for feed? 

Mr. Gorpon. There was no market for them as seed. 

Mr. Jonres. I mean would it have been possible for them to have 
been sold at a reduced price—that is, less than 105 percent of 
parity 

Mr. Gorpon. Yes. 

Mr. Jongs. For seed. Could they have been sold? 

Mr. Gorpon. If there had been sufficient demand for them, they 
could have been sold for seed. 

Mr. Jones. Of course, in your contract, it says they are to be used 
for feed. But what I am getting at is: Could they have been sold for 
seed? Could you have negotiated a sale for seed? 

Mr. Gorpon. We could have, had there been sufficient demand for 
them as seed. There was little demand. 

Mr. Jones. In other words, you do not have any record of what 
the germination was? 

Mr. Gorpon. I do not have it here. 

Mr. Jonrs. I mean is there a record? 

Mr. Gorpon. I do not know how recent. 

Mr. Jones. That is all. 

Mr. Horven. Mr. Gordon, as I understand it, in this particular 
contract, which was approved by you, approved by the Board of 
Directors of Commodity Credit Corporation, and approved by the 
Secretary of Agriculture, who were in touch with the negotiations, 
did you detect at any time in any of the proceedings from the time 
the matter first came to your attention until the contract was con- 
summated that there was any political favoritism at any time shown 
in negotiating the contract? 

Mr. Gorpon. Not in the least. 

Mr. Horven. Are there any other questions? 

Mr. Surron. Yes, sir; I would like to ask one question along that 
line. 

You knew that Mr. Farrington was a part of this combine buying 
this, did you not? 

Mr. Gorpon. I do not know that I did. 

Mr. Surron. You knew who the buyers were, did you not? 

Mr. Gorpon. No, I did not know who the buyers were when the 
negotiations were in process. I knew after the deal had been made; 
it was reported to me who the buyers were. At that time, of course, 
when the name of Archer-Daniels-Midland Co. was mentioned, I knew 
that Mr. Farrington was connected with that company. 

Mr. Surron. You knew that he was on the advisory board, did 
you not? 

Mr. Gorpon. Yes, I knew he was on the Advisory Board, of course. 

Mr. Surron. And you knew also the contractor was given a 
monopoly up in that section? 

Mr. Gorpon. Well, I think I would trade him a monopoly any time 
to get rid of these peas, if that is what you want to call it. 

Mr. Surron. Under section 11 of your contract—of course I am 
sure you have it—— 











[NITE ATOLL A NT tee 


SALE OF AUSTRIAN WINTER PEAS 31 


Mr. Gorpon. I was not aware of the fact that such a provision was 
being put in the contract. 

Mr. Surron. You were not aware of it? 

Mr. Gorpon. No. And that was not discussed at the time we 
discussed with the Board. 

But I do not know that I would have objected to it had I known it 
for the simple reason that this is a one-shot proposition. We had to 
get rid of 80,000 tons of a product that we either had to give away or 
get the best deal we could out of it. And to me, it makes sense to 
do whatever it takes to do that. 

Mr. Surron. Then you expect more peas to come in this next year? 

Mr. Gorpon. No, sir; there is no support program on it. 

Mr. Surron. But the Commodity Credit Corporation had no more 
peas at all? 

Mr. Gorpon. They had these peas which are stored in these 
intermediate points. 

Mr. Surron. What did you expect to do with those if you gave this 
combine a monopoly? 

Mr. Gorpvon. They would not move backward, you see. If they 
are sold, they will move into—on a transit basis; and they are not— 
it would not be profitable to this group to move back into this territory. 

Mr. Surron. Would you be in favor of giving another combine a 
monopoly say on tobacco or cotton in some areas? 

Mr. Gorvon. We do not have the same problems with tobacco and 
cotton. 

Mr. Surron. Thank goodness, you do not. 

Mr. Gorpon. I think we have to look at these commodities on the 
basis of each individual commodity and use good business judgement 
and common sense in the disposition of them. And that is what I 
tried to do. 

Mr. Surron. In section 11 of the contract, do you know at whose 
insistence that was put in? 

Mr. Gorvon. No, I do not. 

Mr. Surron. Do you know who can tell us about it? 

Mr. Gorvon. That can be determined later on; yes. 

Mr. Surron. By whom? Do you know? 

Mr. Gorpon. You can ask the persons who prepared the contract. 

Mr. Surron. That is all. 

Mr. Horven. Mr. Gordon, when was the support price on Austrian 
winter peas discontinued? 

Mr. Gorpon. My understanding was with the year 1950. 

Mr. Horven. 1950? 

Mr. Gorpon. Yes. 

Mr. Horven. And no support price since then? 

Mr. Gorpon. I may be incorrect in that, but that is my under- 
standing; and we can confirm that or determine that. 

Mr. Horven. Mr. Belcher. 

Mr. Betcuer. Mr. Chairman, there is one statement here made 
by the General Accounting Office which I do not understand. 

Pursuant to what Mr. Sutton was questioning about there, I notice 
in the contract that it says: 


Commodity Credit Corporation agreed not to sell during the 12 months following 
April 30 any Austrian winter peas remaining in Commodity Credit Corporation 
ownership for feed purposes for delivery or use west of the western boundary of 
the State of Colorado extended to the Canadian border and to Mexico. 
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This was sought to be deleted from the contract. That is what the 
Accounting Office said. Is that a true statement? 

Mr. Gorpon. Yes; it was deleted and by common consent from the 
contract at a later date. 

Mr. Betcuer. I understood Mr. Sutton to say that this did give 
a monopoly, but I understand this Accounting Office says that part 
was deleted. 

Mr. Horven. I think the record will disclose that that provision 
was eliminated from the contract. 

Are there any further questions? 

Mr. Surron. Let me ask him one question too which he can 
probably get one of his men to answer, Mr. Chauwman. 

When was this contract changed? 

Mr. Gorpvon. That provision? Toward the latter part of May. 

Mr. Surron. Was that before or after Mr. Shelley made his 
proposition on the floor? 

Mr. Gorpon. | could not tell you that; but you can campare the 
dates and determine that. 

Mr. Surron. That is all. 

Mr. Hoeven. Mr. Gordon, you say that you would have no objec- 
tion if the provision had remained in the contract? 

Mr. Gorpon. Under these circumstances. Now, under other cir- 
cumstances, | might have an entirely different position on the matter. 

Mr. Horven. The fact is that the provision was eliminated from 
the contract. 

Mr. Gorvon. That is right. 

Mr. Atsert. Would this have had an adverse effect on the sales 
that had already been made at much higher price to other purchasers 
in the area? 

Mr. Gorpon. Well, we want to remember that sales made prior 
to this had been on hand-to-mouth basis. There was no possibility 
of this sale affecting anybody who had made purchases pnor to this 
time for that reason. 

Mr. Horven. Mr. Wampler. 

Mr. Wampter. Mr. Gordon, section 11, that was in the original 
contract, which I understand was later stricken; now, in an action of 
that type, when vou make a sale and grant a virtual monopoly to a 
particular concern, that would only be done in the very exceptional 
circumstances such as this; is that right? 

Mr. Gorpvon. That is what I tried to say just now. I would look 
at that one a long, long time before I would agree to it. I simply said 
that I might not have objected had I known about this in this particu- 
lar instance, because of the circumstances that were involved. 

This was just a matter of common business judgment and horsesense 
as to what we ought to do to get rid of these peas. 

Mr. Wampter. You thought that serious effect would have resulted 
had this remained in the contract under these circumstances? 

Mr. Gorpvon. That is right; I do not think there would have been 
any serious consequences to anybody. 

Mr. Horven. Mr. Heimburger. 

Mr. HermpurGer. Mr. Gordon, I would like to get the complete 
details on the rest of these peas. 

Where were they stored? 

Mr. Gorpvon. The remainder of the peas? 

Mr. HermmpurGer. Yes. 
Mr. Gorpvon. They were stored through various commodity offices. 
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The New Orleans office stored 18,345 hundredweight; at Tuscaloosa, 
12,900; at Little Rock, 4,700; at Helena, Ark.—I have got a whole 
page of them. But I can summarize by commodity offices very 
quickly, if I may. 

Mr. Hermpurer. If you will do that. 

Mr. Gorpvon. New Orleans commodity office, 172,021 hundred- 
weight; Chicago commodity office, 78,848 hundre dw eight; Portland is 
the peas we have been talking about—— 

Mr. Hempurcer. Let us exclude that. We want the peas that 
remain after the sale. 

Mr. Gorpon. The Dallas commodity office, 198,466 hundredweight ; 
Kansas City, 14,661 hundredweight. 

The rest were stored by the Portland commodity office and those 
are the ones in question. 

Mr. Hermspurcer. Those are the ones that were sold? 

Mr. Gorpon. That is right. 

Mr. Hermspureer. And all the ones that remained unsold—in other 
words, that would have been covered by your preference clause, sec- 
tion 11 I believe it is, of your contract—were stored somewhere a con- 
siderable distance to the east of the ones that were sold? 

Mr. Gorvon. That is correct. 

Mr. Hetmpurcer. Were they stored on the in-transit basis so 
that the freight differential was favorable to their movement east? 

Mr. Gorpvon. Yes. 

Mr. Hermspuraer. Would they under any circumstances you can 
conceive of have been sold back on the Pacific coast? 

Mr. Gorpon. I cannot conceive of any, because I think the cost 
of getting them back there would have made them prohibitive for this 
particular purpose. 

Mr. Hermpurcer. That is all. 

Mr. Surron. Mr. Chairman, could I ask him two more questions, 
then I will quit. 

Mr. Gordon, would you be willing to sell the rest of the peas down— 
that you got down South at the same price and in the same posi- 
tion 

Mr. Gorpon. As a lump lot? 

Mr. Sutton. Yes, sir. 

Mr. Gorpon. Y es, sir; I would. 

Mr. Surron. Then, if we can find somebody to buy them like that, 
you would like to have them taken off your hands? 

Mr. Gorpon. I certainly would, because I am sick and tired of 
them. 

Mr. Surron. Had you or your branch contacted these buyers 
listed on the contract and asked them if they had any objections to 
deleting this section 11? 

Mr. Gorpon. I had not. Now, it is possible that someone in the 
Department had. But I had no contact with them myself. 

Mr. Horven. Are there any other questions. 

(No response.) 

Mr. Horven. Thank you, sir. 

Mr. Horven. The next witness will be Mr. Elwood Chase, assist- 
ant to the President of the Commodity Credit Corporation. 

Mr. Chase, you may proceed. 

Mr. Cuasse. Mr. Chairman, there may be some little repetition 
in my prepared statement, but it will be a minimum, so I ask your 
indulgence on it. 











34 SALE OF AUSTRIAN WINTER PEAS 


STATEMENT OF ELWOOD L. CHASE, ASSISTANT TO THE PRESIDENT 
OF THE COMMODITY CREDIT CORPORATION 


Mr. Cuase. My name is Elwood L. Chase. I have been serving 
as a consultant to the President and Executive Vice President of 
Commodity Credit Corporation on a temporary part-time basis 
since February 12, 1953. I have been advising on problems of grain 
storage, transportation, and marketing. I eraduated from Cornell 
in January 1915, majoring in agriculture. 

I was then a county agricultural agent for about 8 years. For 
the last 29 years I have been with the C ooperative GLF Exchange 
with headquarters in Buffalo, N. Y. My work with the GLF has 
involved the purchase and handling of grain, and the manufacture 
and distribution of feeds. 

Most of the Austrian winter peas used for seed in this country are 
grown in the Pacific Northwest. The principal market is in the South 
where it has been used extensively as a winter cover legume. Its 
use in this area, I believe, first started in the 1920’s, increased grad- 
ually until the beginning of World War II, then its use expanded very 
rapidly when other seeds which farmers might prefer were not avail- 
able and the nitrogen which is added to the soil by Austrian winter 
peas was a valuable addition to commercial fertilizers which were not 
available in sufficient volume to supply the demand. 

The use of Austrian winter peas reached a peak in 1946 when 42,500 
tons were utilized. Since that time the trend has been downward 
and only 22,000 tons were used in 1951, the last year for which statistics 
are available. The use of Austrian winter peas as a winter cover crop 
is increasing in Arkansas and a few other States west of the Mississippi 
River. 

This increase has been more than offset by the downward trend in 
the States east of the Mississippi. The loss in popularity of Austrian 
winter peas as a cover crop is due to several reasons, among which are 
the increased availability of commercial fertilizers, and the tendency 
for other cover crops such as blue lupine and reseeding crimson clover 
to replace it in certain area. In the tobacco-producing areas Austrian 
winter peas have been found to harbor a nematode which is harmful to 
tobacco, and, accordingly, is no longer recommended for use on land 
which will be used for tobacco production. 

Austrian winter peas can be eaten as food but I do not believe that 
more than a very minor percent of the crop has ever been used for 
human consumption. There is no domestic demand outside the 
production area for such use. 

Commodity Credit Corporation had a price-support program in 
effect for Austrian winter peas for each year from 1940 through 1950. 
The stocks acquired in the period 1940 through 1948 were disposed of 
for seed either in this country or abroad without substantial losses. 
Supplies, however, were acquired from the 1949 and 1950 crops for 
which there was little or no demand. The Commodity Credit Cor- 
poration did not support the price of Austrian winter peas either in 
1951 or 1952, however, there was no marked reduction in its stocks 
as production in those years was ample to supply the demand for seed. 

On January 20, 1953, when the new administration took office 
there was in Commodity Credit Corporation inventory a total of 
103,000 tons of Austrian winter-pea seed, or sufficient to supply the 
United States seed needs for more than 4 years even if there were no 
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new production. This quantity remained from a take over of 111,000 
tons from the 1949 and 1950 crops. About 78 percent of peas were 
still stored in the area of production in the Pacific Northwest. The 
other 22 percent had been moved to or closer to what had been hoped 
would be the ultimate market in the South. We have prepared for 
the committee a statement showing the locations and quantities of 
these stocks. This tabulation can be included in the record at this 
point if the committee so desires. 

Mr. Hoeven. Without objection, it may be included at this point. 


Quantities of Austrian winter peas for sale by location as of Jan. 31, 1953 





NEW ORLEANS PMA COM- PORTLAND PMA COMMOD- 
MODITY OFFICE ITY OFFICE 

Hundredweight Hundredweight 
Tuscaloosa, Ala______-- 18, 345 Cee See 20, 809 
Little Rock, Ark__._._- 12, 900 Cavde. weell........<.- Si. Fis 
Fielena. Apk.c...cccncx 4, 724 | State Line, Wash___---- 8, 797 
Atlante, Ga........... 34, 054 | Pullman, Wash-_----.--- 5, 788 
Meridian, Miss_.....--. 19, 809 | Willada, Wash___...-.- 26, 341 
Columbus, Miss__._.--- 52, 292 St, Jonm, Wash........ 5, 340 
Amory, Milss........... 13, 115 Penawawa, Wash_-_----- 22, 304 
Getter. Cocos es wd 9, 857 Walla Walla, Wash_-_--- 62, 810 
Chattanooga, Tenn-_---- 6, 925 Twilight Siding, Wash_- 18, 042 
———————— | Valley Grove, Wash---- 45, 795 
EE okt ca tas 172, 021 Oo 81, 557 
== | Yoakum, Oreg_....-.--- 43, 260 
Portiand, Oreg......... 155, 322 

CHICAGO PMA COMMODITY Culver; Oreg.:...5...3 18, 667. 75 
OFFICE es 35, 591 
Cllrs Pe icenivainn nn a0. (eee ee Ses 27, 448 
Mound City, Ill 5,548 | Mission, Oreg---------- 29, 241 
Henderson, Ky___...-_- 9,940 | VanSycle, Oreg. -----.- £7, 550 
waleiiein Co we Sth. Ut ee 15, 704 
1m op | Lewiston, Idaho__..---- 228, 175 
Potal---------.- 78, 848 __ | Reubens, Idaho-__-.---.- 25, 057 
ees) | ae 8, 757 
DALLAS PMA COMMODITY | Perrydale, Oreg--.....-- 35, 100 
OFFICB | Roy, Oreg. pale d maleerered 900 
Milton, Oreg..........- 99, 057 
Clinton, Okla.......... 19, 590 | Feulevero, Ure. ....<..< 3, 297 
Durant, Okis........«- 10, 524 | Gaston, Oreg_.-...-.--- 2, 790 
Fairview, Okla___-_-- 43 18, 153 Myrick Station, Oreg--- 44, 597 
Shawnee, Okla_______-- 18, 902 AIOORY, OPOR. . 6 wcwnwse 16, 005 
McAlester, Okla_...._-- 13, 102 Harrisburg, Oreg_.---_- 18, 061 
PG a 5 re 49, 865 Cornelius, Oreg_--..--- 5, 556 
Fa, Sy 40, 624 Goshen, Oreg____------ a. 477 
Fort Worth, Tex.._..-- 19, 183 Reedville, Oreg__.----- 1, 539 
eG 8, 523 Lagrande, Oreg__.----- 16, 717 
—_——- — | Craigmont, Idaho_- ___- 84, 029 
ORM coms 198, 466 Culdesac, Idaho____--_- 14, 612 
= | Nezperce, Idaho-_------- 73, 652 
Pant. 1dehe.s .. cé-sus 13, 710 
KANSAS CITY PMA COM- Grangeville, Idaho_____- 30, 958 
MODITY OFFICE Lapwai, Idaho. .....-.- 35, 573 
. ’ 22 > > ( 5, 796 
Elsmere, Colo........-- 14, 661 + pia — eee 7 36 oo 
a Troy, Idaho Bis tn 22, 998 
Total_---------- i __14, 661 __ | Cottonwood, Idaho-_---- 24, 450 

ORE ok Sudiins 1, 602, 397. 75 

Grand total__.--- 2, 066, 393. 75 





Mr. Cuase. It was obvious that the Commodity Credit Corpora- 
tion would have to look for outlets other than the seed trade if it 
was hoped to realize anything out of this tremendous inventory 
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which represented an investment, including paid storage and freight, 
of $14,013,000. Storage costs on these seeds were amounting to 
$48,464 per month. 

The Commodity Credit Corporation explored two possibilities, the 
first was for use as human food abroad and the second was as use for 
animal feed in this country. Commodity Credit Corporation met 
fair success in selling Austrian winter peas to the Army for use in 
feeding civilian and labor groups in Korea; however, Austrian winter 
peas seem to bring on a toxic condition both in humans and in animals 
if they make up too high a percentage of the diet. Accordingly, this 
outlet was limited, and we disposed of only 3,393 tons in this manner. 

We, of course, informed the Army of the availability of much 
larger quantities if they could be put to a useful purpose. With the 
possibilities of utilizing these peas for seed or as human consumption 
pretty well exhausted, Commodity Credit Corporation turned to and 
explored thoroughly their use as animal feed. 

At the time the question of what to do with Austrian peas was 
under consideration, livestock men were experiencing an increasingly 
serious squeeze between high feed prices and dropping cattle prices. 
We were receiving many letters from Members of Congress about the 
urgent need for cheaper feed supplies. Making our Austrian pea 
stocks available for feed use fitted in with this current need. 

There was another consideration from the point of view of the 
producers of Austrian peas. With demand for the peas as winter 
cover crop seed falling off, this outlet was no longer providing ade- 
quate markets. It was desirable to explore the possibility of estab- 
lishing new uses, other than as cover crop seed. The disposition of 
Commodity Credit Corporation Austrian pea supplies for feed 
utilization would help establish the practicability of this outlet. 

Commodity Credit Corporation records show that as early as 
March 1952 Austrian winter peas were offered for sale by the Com- 
modity Credit for feed at a price of $70 per ton. 

Mr. Chairman, if the committee would like, I would like to submit 
here the export and domestic price quotations put out by the Com- 
modity Credit Corporation for the months of March and April. 

Mr. Horven. It may be included as a part of the record at this 
point. 

UniTED STATES DEPARTMENT OF AGRICULTURE, 


PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, April 1, 1958. 


CCC ANNOUNCES APRIL EXPORT SALES PRICES 


The prices at which approximate quantities of the Commodity Credit Corpora- 
tion commodity holdings will be available to commercial exporters for sale during 
the month of April 1953, were announced today by the United States Department 
of Agriculture. The following commodities will be available at specific export 
prices during the month: Crude and refined cottonseed oil, cottonseed meal, raw 
linseed oil, peanuts, dry edible beans, Austrian winter peas, wheat, oats, barley, 
and corn. 

The list, which varies from month to month as additional commodities become 
available, or commodities formerly available are dropped, is designed to aid in 
moving CCC’s excess inventories into export through regular commercial channels. 
Great Northern beans are an addition to this month’s list. Also eligible for ex- 
port, at the same prices offered for sale to domestic buyers, are the following 
commodities from the CCC domestic sales list for April 1953: Nonfat dry milk 
solids, flaxseed, and a number of grass and cover crop seeds. 

The CCC also announced this month price discounts on export sales of beans 
in quantities of more than one carlot, and extended the time during which beans 








see 
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sold for export must be exported to 120 days (formerly 60 days) unless otherwise 
agreed upon by CCC. The quantity price discounts are 5 cents per hundred- 
weight to purchasers of more than one carlot of beans, and 10 cents per hundred- 
weight to purchasers of more than five carlots. 

By knowing in advance the commodities and quantities that are available, 
private exporters are in a position to develop export sales before the commodities 
are actually purchased from CCC. 

Sales from January 1 through March 20, 1953, totaled $22,557,273, covering 
61,035 hundredweight of dry edible beans, 8,039,440 bushels of wheat, 837,348 
bushels of corn, 41,000 bushels of barley, 11,883 hundredweight of Austrian 
winter pea seed for feed, and 1,275,915 pounds of refined cottonseed oil. 

The April list of commodities, the approximate quantities for sale, the points 
where available, and the export sales prices, are given below. Sales are restricted 
to buyers not using Mutual Security Agency dollars or other funds of the United 
States Government, and resale of commodities to buyers using such funds is 
subject to conditions prescribed by CCC. 

The CCC will entertain offers from prospective buyers for the purchase of 
any commodity on the current list. Offers accepted by CCC wil! be subject to 
the terms and conditions prescribed by tne Corporation. These terms include 
payment by cash or irrevocabie letter of credit before delivery of the con:modity, 
and the conditions require removal of the commodity from CCC storage within 
a reasonable period of time and proof of exportation. The buyer is responsible 
for obtaining any required United States Government export permit or license. 
Purchases from CCC shall not constitute any assurance that any such permit or 
license will be granted by the issuing authority. 

Announcements containing all terms and conditions of sale will be furnished 
upon request. Interested persons are invited to communicate with the Produc- 
tion and Marketing Administration, USDA, Washington 25, D. C., with respect 
to all commodities. 

April 1958 Export Price List 
Commodity and approxi- 
mate quantity available Export price list 

(subject to prior sale 
Cottonseed oil, bleachable | Bid basis f. 0. b. tank cars at points of storage locations 
rime summer yellow 412 
illion pounds 
Cottonseed oil, crude 45 mil Bid basis f. 0. b. tank cars or tank wagons at producers’ mills 
I navel oil. raw, 188,600,000 | Bid basis f. 0. b. tank cars at points of storage locations 

pounds.! 

















Peanuts, Virginia type, farm- | Bid basis, f. 0. b. points of storage locations on a sound mature kernel basis 
er’s stock bagged, 48,000 subject to a premium of $1.25 per ton for each 1 percent extra large kernels 
tons. in excess of 15 percent Discounts for d age of $3.50 per ton for each 

1 percent damage in excess of 1 percent; for foreign material of $1 per ton 
for each 1 percent foreign material in excess of 4 percent 

Dry edible beans No. 1 Grade delivered on track present location, on basis costs and freight 

paid to f. a. s. vessel at location shown below Prices quoted below sub- 
ject to discounts of 5 cents per hundredweight to purchasers of more than 
1 carlot, 10 cents per hundredwieght to purchasers of more than 5 carlots 


Beans purchased must be exported within 120 days of the date of purchase 
unless otherwise agreed upon by CCC 
Baby lima, bagged, 1950 crop, | $4.25 per 100 pounds, San Francisco Bay area 
15,000 hundredweight 
Great Northern, bagged, 1949 | $7 per 100 pounds, f. a. s. New Orleans. Available Kansas City and Min- 


crop 380,000 hundred- neapolis PMA commodity offices 
weight.! 
Small, white, bagged, 9,503 | No. 1 Grade: 1951 crop: $8 per 100 pounds, f.a.s. San Francisco Bay, Calif. 


hundredweight 
Pea, bagged, 867,000 hundred- | No. 1 Grade, 1951 crop: $8 per 100 pounds, f. a. s. Baltimore and Norfolk. 
weight 
Sample grade, 1951 crop: Bid basis f. 0. b. poi 
will be accepted by Chicago PMA comn 
Discount for grades on all beans: No. 2, 25 cents less than No. 1, N 3, 50 
cents less than No. 1 








Austrian winter peas, bag- | The domest arket price for feed but not less than $3 per 100 pounds, 
ged, not certified for purity f. a. s. Portland, Oreg., or Seattle, Wash. 
or germination, 1,600,000 


hundredweight.! 
Wheat, bulk, 25 million Market price on date of sale at point of delivery, provided delivery takes 


bushel place within 15 days unless otherwise agreed upon 

Oats, bulk, 4,400,000 bushels ! Do. 

Barley, bulk, 100.000 bushels Do. 

Corn, bulk, 50 million bushels Do. 

Cottonseed meal, bagged, | Information covering prices, quantities, and locations can be secured at 
¢ short tons.! the New Orleans, Dallas, or San Francisco PMA commodity office 














SALE OF AUSTRIAN WINTER PEAS 


UniteD STaTEs DEPARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING ADMINISTRATION 
WaAsHINGTON, April 1, 1953. 
CCC CommopitTies AVAILABLE FOR Domestic SALE DurING APRIL 


The approximate quantites and domestic prices of various commodity holdings 
of the Commodity Credit Corporation that will be available to buyers during 
April 1953 were announced today by the United States Department of Agricul- 
ture The following commodities will be available for domestic sale during the 
month: Nonfat dry milk solids, butter, Cheddar cheese, raw linseed oil, crude and 
refined cottonseed oil, cottonseed meal, olive oil, dry edible beans, Austrian winter 
peas, flaxseed, wheat, oats, barley, corn, and the following grass and cover crop 
seeds: Blue lupine, common and Willamette vetch, red clover, Ladino clover, 
crimson clover, biennial and Hubam sweetclover, smooth bromegrass, mountain 
bromegrass, hairy vetch, birdsfoot trefoil, rough pea, and Primae Slender wheat 
grass. Although all the commodities on the current list are offered specifically 
for sale to domestic buyers, they also are eligible for export. 

Buyers of crude or refined cottonseed oil, along with buyers of certain seeds, 
are assured that the current prices will not be reduced before September 1, 1953. 
Except for Ladino clover seed, seeds will not be sold in less than carlot quantities, 
but a carlot may consist of a combination of two or more seeds. 

The monthly listing of commodities acquired under CCC’s price-support 
programs which are available for sale to domestic buyers is designed to aid inter- 
ested buyers—and producers as well—in their normal commercial operations, by 
providing actual dollars-and-cents prices at which the CCC will make available 
announced quantities of its holdings. 

The April list, like those issued previously, in general is based upon the mini- 
mum levels prescribed by the Agricultural Act of 1949, which requires that the 
Corporation shall not sell any basic agricultural commodities or storable nonbasic 
commodity at less than 5 percent above the current support price for such com- 
modity plus reasonable carrying charges. 

Sales from January 1 through March 20, 1953, totaled $2,819,540, covering 
the following commodities: 











; ; . Ti Dollar 
Commodity Quantity Unit wale 

Wheat | 71, 848 | Bushel 198, 130 

Oats | 47, 655 do 5, 012 

Barley 221, 841 do 

Corn 102, 115 do 

Austrian winter peas (for feed ; 2 19,892 | Hundredweight 

Austrian winter pea seed | 575 do 2, 300 

Dry edible beans 128, 877 do 1, 140, 143 

Red clover seed 236 do 8, 208 

Cottonseed oil, crude 5, 100,000 | Pounds-__. 778, 260 


The commodities on the April list, the quantities for sale, and the domestic 
sales price at specified locations, are given below. The CCC will entertain offers 
from prospective buyers for the purchase of any commodity on current list. 
Offers accepted by the CCC will be subject to terms and conditions prescribed 
by CCC. 

Announcements containing all terms and conditions of sale will be furnished 
upon request. Interested persons are invited to communicate with the Produc- 
tion and Marketing Administration, USAD, Washington 25, D. C., with regard 
to all commodities. 
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A pril 1953 domestic price list 


Commodity and approximate 
quantity available (subject to Domestic sales price 
prior sale 





Nonfat Dry Milk solids, in car- | Spray Process, U. 8. Extra Grade—17 cents per pound 
load lots only: | Roller Process, U. 8. Extra Grade—15 cents per pound 
120 million lbs.—Spray. | Prices apply “‘in store” at locat of stocks in any State 
5 million Ibs.— Roller, (“in store’? means at the processor’s plaat or in storage, at ware- 


house, but with any prepared storage and outhandling charges 
for the benefit of the buyer.) 
Salted Creamery Butter (In car- | U. 8. Grade A and higher: All States except those listed below— 
load lots only), 90 million Ibs. 68.75¢ per Ib. N. Y., N. J., Pa., New England and other States 
bordering the Atlantic Ocean and Gulf of Mexico—69.50¢ per Ib. 
California, Oregon, and Washington—69.75¢ per Ib. 
U.S. Grade B: 2¢ per lb. less than Grade A prices 
Prices apply “in store’ at location of stocks in those States where 
butter is stored 
| (“In store’? means at the processor’s plant or warehouse, but with 
any prepaid storage and outhandling charges for the benefit of the 


buyer.) 
Cheddar Cheese, Cheddar and | U. S. Grade A and higher: All States except those listed below 
twin styles (Standard Moisture 39 per Ib. N. Y., N. J., Pa., New England and other States 
basis, in ecarload lots only), 45 bordering the Atlantic and Pacific Oceans and Gulf of Mexico 


million Ibs 40¢ per Ib. 
U.S. Grade B: 1¢ per Ib. less than Grade 
Prices apply ‘‘in store’’ at location of st si 1ere 
cheese is stored All prices are subject to usual adjustment for 
| moisture content 
(‘In store’ means at the processcr’s plant or warehouse, but with 
iny prepaid storage and outhandling charges for the benefit of the 
buyer.) 
Cottonseed Oil, bleachable, prime | Market price or 1734 cents per lb., whichever is higher, f. 0. b. tank 
summer yellow, 412 million lbs.1_ | cars or tank wagons at points of storage locations. Above prices 
will not be reduced during period ending August 31, 1953 
Cottonseed Oil, crude, 45 million | Market price or acquisition price for specified areas f. 0. b. tank cars 


Ibs.! | or tank wagons at producer's mills, whichever is higher. Above 
! st 


those States wi 


CKS in 





prices will not be reduced during period ending August 31, 1953 
Linseed Oil, Raw, 188,600,000 Ibs.! Market price on date of sale 
Olive Oil, Edible, 100,000 gallons Market price or $2.67 per gallon in 55-gallon drums, whichever is 
higher, f. o. b. points of storage locations. 


Dry Edible Beans On all beans, for areas other than those shown below, adjust prices 

upward or downward by an amount equal to the price support 

| program differential between areas. Where no price support differ 

ential occurs, the price listed will apply. 

| For other grades of all beans, adjust by market differentials 

Prices listed below, on all beans, are at point of production. Amount 

| of paid-in freight to be added, as applicable 

Great Northern, bagged, 380,000 No. 1 Grade 1949 crop: $9.36 per 100 lbs., basis f. 0. b. Morrill, Nebr, 
cwt. | area, 

Baby Lima, bagged, 315,000 ewt.1 | No. 1 Grade 1950 crop: $7 





per 100 lbs., basis f. 0. b. California area. 





Small White, bagged, 9,503 ewt.! | No. 1 Grade 1951 crop: $9.25 per 100 lbs., basis f. 0. b. California area, 

Pea, bagged, 867,000 cwt.! | No. 1 Grade 1951 crop: $9.63 per 100 Ibs., f. o. b. Michigan area 

Austrian Winter Pea Seed, bagged, | $4.00 per 100 Ibs., basis f. 0. b. point of production, plus paid-in 
2,060,000 cwt. freight, as applicable Purchaser must certify that Austrian 


Winter Peas will not be used for food in any form including split, 
ground or whole form, 





Austrian Winter Peas, bagged Information covering prices, quantities and locations can be secured 
Not certified for purity or ger at the Portland, San Francisco, Dallas, Kansas City, Chicago and 
mination, 1,600,000 cwt.! | Minneapolis PMA Commodity Offices. Purchaser must certify 

that commodity will be used for feed purposes only 

Seeds | On all seeds except ladino: Offers will not be accepted for less than 


the minimum carlot weight as prescribed by railroad carr 
regulation at point of storage 
Blue Lupine Seed, bagged, 1,024,350 | $4.00 per 100 Ibs., f. 0. b. point of production, plus any paid-in igh 
cwt | as applicable basis current freight rate at time of sale Availa 
New Orleans PMA Commodity Office. 
Common and Willamette Vetch | $7.00 per 100 Ibs., f. 0. b. point of production, plus any paid-in freight 








Seed, bagged, 182,600 ewt as applicable basis current freight rate at time of sal Available 
Dallas, Portland, and New Orleans PMA Commodity offices 

Red Clover Seed (Uncertified), | $36.75 per 100 Ibs., f. 0. b. point xduction plus any paid reight 

bagged, 56,400 ewt. as applicable basis current freight rate at time of sak will 

not be reduced during period endir gust 31, 1953. Avatlable 






Portland, Chicago, Kansas City, ipolis, New York, New 


Orleans, and San Francisco PMA 


1odity offices 











( 
Red Clover Seed (Certified), | $36.7 ) per 100 Ibs., f. o. b. point of produ plus any paid-in freight 
bagged: 1s applicable basis current freight rate at time of sale. Price will 
Cumberland, 1,000 ewt. not be reduced during period ending August 31, 1953. Available 
Midland, 620 ewt. Portland and Kansas City PMA Commodity offices. 
Ladino Clover Seed (Certified), | $105.00 per 100 Ibs., basis f. 0. b. point of production, plus paid-in 
bagged, 78,000 ewt freight, as applicable, $100.00 in lots of 69,000 Ibs., or more Ab 
prices will not be reduced during period ending Augu s1, 1Y53 
Available Portland and San Francisco PM A Commodity oltices 
Crimson Clover Seed, bagged, 230 | $18.00 per 100 Ibs., f. 0. b. point of production, plus any paid reight 
ewt, s applicable basis current freight rate at time of sale Available 
Portland PMA Commodity office 


See footnote at end of table, p. 40. 
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UNITED StTaTEs DFPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, May 1, 1958. 


CCC ANNOUNCES MAY EXPORT SALES PRICES 


The prices at which approximate quantities of the Commodity Credit Corpora- 
tion commodity holdings will be available to commercial exporters for sale during 
the month of May 1953 were announced today by the United States Department 
of Agriculture. The following commodities will be available at specifie export 
prices during the month: Crude and refined cottonseed oil, cottonseed meal, raw 
linseed oil, peanuts, honey, dry edible beans, Austrian winter peas, blue lupine 
seed, wheat, oats, barley, and corn. 

The list, which varies from month to month as additional commodities become 
available, or commodities formerly available are dropped, is designed to aid in 
moving CCC’s excess inventories into export through regular commercial channels. 
Honey and blue lupine seed are additions to this month’s list. Also eligible for 
export, at the same prices offered for sale to domestic buyers, are the following 
commodities from the CCC domestic sales list for May 1953: Nonfat dry milk 
solids, flaxseed, and a number of grass and cover crop seeds. 

By knowing in advance the commodities and quantities that are available, 
private exporters are in a position to develop export sales before the commodities 
are actually purchased from CCC. 

Sales from January 1 through April 24, 1953, totaled $31,998,431, covering 
287,599 hundredweight of dry edible beans, 9,871,273 bushels of wheat, 2,913,708 
bushesl of corn, 41,000 bushels of barley, 31,870 hundredweight of Austrian winter 
pea seed for feed, and 1,935,915 pounds of refined cottonseed oil. 

The May list of commodities, the approximate quantities for sale, the points 
where available, and the export sales prices, are given below. Sales are restricted 
to buyers not using Mutual Security Agency dollars or other funds of the United 
States Government, and resale of commodities to buyers using such funds is 
subject to conditions prescribed by CCC. 

The CCC will entertain offers from prospective buyers for the purchase of 
any commodity on the current list. Offers accepted by CCC will be subject to 
the terms and conditions prescribed by the Corporation. These terms include 
payment by cash or irrevocable letter of credit before delivery of the commodity, 
and the conditions require removal of the commodity from CCC storage within a 
reasonable period of time and proof of exportation. The buyer is responsible for 
obtaining any required United States Government export permit or license. 
Purchases from CCC shall not constitute any assurance that any such permit or 
license will be granted by the issuing authority. 

Announcements containing all terms and conditions of sale will be furnished 
upon request. Interested persons are invited to communicate with the Produc- 
tion and Marketing Administration, USDA, Washington 25, D. C., with respect 
to all commodities. 
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May 1953 export price list 
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Unitep States DEPARTMENT OF AGRICULTURE 


t 


PRODUCTION AND MARKETING ADMINISTRATION 


























CCC CommopiTies AVAILABLE FOR Domestic § DurRING May 
The approximate quantities and domestic prices of various commodit ol 
of the Commodity Credit Corporation that will be available to b rs durit 
May 1953 were announced today by the United States Department of Agri ; 
The following commodities will be available for domestic ut t! ( ; 
Nonfat dry milk solids, butter, Cheddar cheese, raw linseed oil, crude and refined 
cottonseed oil, cottonseed meal, olive oil, honev, drv edible bea \ I 
winter peas, blue lupine meal, flaxseed, v barl ( 
following grass and cover crop seeds: blue ne, common and W , ( ( 
red clover, Ladino clover, crimson ciover, biennial and H ibam =Wwee 
smooth bromegrass, mountain bromegrass, hairy vetch, birdsfoot tref ( l 
pea, ryegrass, and Primar Slender wheat grass. Wool, honey, ryegt { 
blue lupine meal are additions made to the list this mont} Alt he 
commodities on the current list are offered specifically for sale to domestie buye 
they also are eligible for export 
Assurance is given buyers that prices of cottonseed meal will not be reduced 
before Julv 1 1958: prices of crude o ‘efined cottor e oO will | I ( 
f : 3; pri 1 r refin ! i | l 
before Septembe r 1, 1953 and prices of specifi 1 seed \ t be 
November 1, 1953. Except for Ladino clover seed ed ! 
than carlot quantities, but a carlot may consist of a combina 
ie monthly listing of commodities acquired under CCC’s price-suppo | ~ 
grams which are available for sale to domestic buyers is designed to aid 
buyers—and producers as well—in their normal commercial opera > RS 
providing actual dollars-and-cents prices at which the CCC will make a ( 
announced quantities of its holdings 
The May list, like 1 eral is based upon the n ! 
levels prescribed by vhich requires t] e ( - 
tion shall not sell any basie agricultural commodities or storable not - 
modity at less than 5 percent above the current support price for such « ( \ 
plus reasonable carrying charges. 
les from January 1 through April 24, 1953, totaled $5,910,244, covering the 
wing commoditie 
Co odity Qu ¢ 
Wheat 2585, Ot Bu 
Oat 95, 932 
Barley 395, 07 
Corn 1, 162 
Austrian winter pe for j 31, 932 H 
Austrian winter pea seed i { 
Dry edible beans 35, 500 . 
Red clover seed 
Biennial sweetclover seed 
Cottonseed oil, crude 7, 500, 00 I ] 
Cottonseed oil, refined 120) 2 
Linseed oil, raw 21, 709 10 S05 
Cheese 30, 072 
The commodities on the May list, the quantities for sale, and the dome 
sales price at specified locations, are given below. The CCC w ntert 
from prospective buyers for the purchase of any commodity on current list. Offers 
accepted by the CCC will be subject to terms and cond tions prescr hed b CC 
Announcements containing all terms and conditions of sale will be furnished 
upon request. Interested persons are invited to communicate wit! the P1 ion 
and Marketing Administration, USDA, Washington 25, D. C., with regard to all 


commodities. 
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May 1953 


( lit nd 
tit I bject to 
Red (¢ r Seed ‘ 
ba } - art 
Red (¢ I Seed Certi 1 
bagged 
Cumberland—1,000 ewt. 


Midland 


620 cwt 


Seed Certified 


Ladino Clover 
bagged, 


78,000 ewt 





Cri 1 Clover Seed, bagged, 550 

cewt 
r Seed 

Hubam Sweet Clover Seed, bagged, 
50 ewt 

Smooth Bromegrass (Uncertified 
bagged, 15 cwt. 

Mountain Bromegrass Bromar 


Certified), bagged, 530 ewt 


Hairy 


cwt. 


Vetch Seed, bagged, 194,420 


Birdsfoot 
1,160 ewt 


r'refoil Seed, t 


ged, 


Rough Pea Seed, bagged, 266 ewt 


Seed 


Primar Slender Wheatgrass 
(Certified), bagged, 30 cwt. 


Ryegrass, Common, bagged, 3,514 
cwt 


Wheat, bulk, 25 million bu!, 


Oats, bulk, 4,400,000 bu.! 


Barley, bulk, 100,000 bu.! 


Corn, bulk, 50 million bu 


See footnote at end of table, p. 
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domestic price si—Col 
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modity office 
$10.50 per 100 Ibs., f. 0. b. point of 1 t 1 . 1 
as applicable ba current freight e att f | \ 
not be reduced during per en i October 31, 1953 A vailal 
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Chicago PMA Commodit flic 
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as applicable basis current freight rate at time « ule Price w 








not be reduced during period ending October 31, 19 Available 
Portland PMA Commodity offi 

$1.00 plus 1953 support price per 100 lt b. point produ 
plus any paid-in freight as applicable | urrent fr I te at 
time of sale Available Portland, Dalla nd New Orle PMA 
Commodity offices 

$78.75 per 100 Ibs., f. 0. b. point of production, plus any paid-in it 
1s applicable basis current freight rate at time of sale Price will 
not be reduced during period ending October 31, 1953. Available 
San Francisco and Portland PMA Commodity offices 


$7.00 per 100 Ibs., f. 0. b. point of production, plus any p: 
as applicable basis current freight rate at 
Portland and New Orleans PMA Commodity offices 

$31.50 per 100 Ibs., f. 0. b. point of production, 
as applicable basis current freight rate at time of sale i 
not be reduced during period ending October 31, 1953. A 
Portland PMA Commodity office 

7.25 per 100 Ibs., f. 0. b. point of production, plus any paid 
is applicable current ht rate at time f sal A lable 
Portland PMA Commodity office 

Basis in store, the market price but in no event less than the applicable 
1952 loan rate for the class, grade, quality, and location, plus 

1) 40 cents per bushel if received by truck, or 
(2) 35 cents per bushel if received by rail or barg« 

Examples of minimum prices, per bushel 
Kansas City, No. 1 HW, Ex rail or barge, 





time of sale 


plus any paid-in freig 








$ l in freight 


f 
rei 


$2.84 










Minneapolis, No. 1 HDNS, Ex rail or barge, $2.87 
Chicago, No. 1 RW, Ex rail or barge, $2.88 
At points of production; basis in store, tl arket price but not less 
than the applicable 1952 county loan rate, plus 
1) 21 cents per bushel if received by truck, or 


2) 19 cents per bushel if received by rail or barge 
At other points, the foregoing plus average paid-in freight 
Examples of minimum prices per bushel] 
Chicago, No. 3 or better, Ex rail or barge, $1 
Minneapolis, No. 3 or better, Ex 
Basis in store, the market price but in no event less thar ‘ 
ble 1952 loan rate for the class, grade, quality and location, plus, 
1) 29 cents per bushel if received by truck, or 
(2) 25 cents per bushel if received by rail or ba 
Examples of minimum prices per bushel: Minneaypx 
Ex rail or barge, $1.67 
At points of production, basis in store, the market price but not less 
than the applicable 1952 county loan rate for No. 3 yellow plu 
1) 28 cents per bushel if received by truck, or 
2) 24 cents per bushel if received by rail or barge 
At other locations, the foregoing plus average paid-in freight 


il r } 
ill Or barge, 





, No. 1 Barley, 
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May 1958 domestic price list—Continued 





{ 4 | x ale 
al ibject to | Domestic sales price 
| 
Cort ilk, 50 million bu.'—Con Examples of minimum prices per bushel: 
Chicago, No. 3 yellow, $2.02 
St. Louis, No. 3 vellow, $2.04 
Minneapolis, No.3 yellow, $1.93 
Omaha, No. 3 vellow, $1.95. 
Kansas City, No. 3 yellow, $2.00. 
For other classes, grades, and quality, market differentials will apply, 
46,000 bu Market price on date of sale at place of delivery, provided delivery 
takes place within 15 days unless otherwise agreed upon, but not 
less than the following: $4.53 per bushel, No. 1 Grade, basis in store, 
Minneapolis. For other markets and grades, adjust by market 
lifferentials 
s and | $57.00 per short ton, basis 41 percent meal, hydraulic and expeller 
nn rt tons process, f. o. t Valley area 
$59.00 per short ton, basis 41 percent meal, hydraulic and expeller 
process, in Texas-Oklahoma, Arizona-New Mexico, and California 
reas 
Market differentials apply to other qualities. Discount of $1.50 per 
short ton for solvent meal Price will not be reduced during period 
ending June 30, 1953. Information on quantities and locations can 
be secured at the New Orleans, Dallas, or San Francisco PMA 
Commodity offices 
Wool owned by CCC is being offered throughout the month of May. 
In addition, wool pledged to CCC on loans which matured April 30, 
1953 is being offered during the first fourteen days of May. Wool 
may be purchased fr handlers who have contracts with CCC, 
Names and addresses of handlers may be obt ained from the New 
York, Boston, New Orleans, Minneapolis, Chicago, Kansas City, 
Dallas, San Francisco, and Portland PMA Com modity offices 
ble at export sales prices announced today. 


\fr. Cuasn. Sales were small and averaged while this price was in 
effect 271 tons per month. In January 1953 the price was cut to $60 
per ton. Again sales were relatively insignificant when compared to 
the total size of the inventory and averaged only 355 tons per month 
while this price was in effect. 

On April 1, 1953, Commodity Credit Corporation ceased quoting 
a firm price for Austrian winter peas on its monthly sales announce- 
ment and included a notation as follows with respect to Austrian 
Winter peas: 

Information covering prices, quantities, and locations can be secured at the 
Portland, San Francisco, Dallas, Kansas City, Chicago, and Minneapolis PMA 
commodity offices, 

[t is generally considered and the trade knows from past experience 
that when the Commodity Credit Corporation monthly press release 
does not quote a firm price on an item which it offers for sale, that it 
will consider offers and will handle its inventory in the manner which 
it considers most practicable and which will result in the greatest 
return to Commodity Credit ¢ a -eaeoe 

Field offices of Commodity Credit Corporation reported no inquiries 
or interest in the entire lot or a substantial portion of that owned by 
Commodity Credit Corporation. Some dealers and producers of 
mixed feeds who had been buying Austrian winter peas did, however, 
inquire about small lots and field officers were authorized on April 2 to 
make such sales at a price of $50 per ton or $10 per ton less than the 
previous price. 

The volume moved, however, even at the price of $50 per ton was 
only 717 tons at which rate of sale it would have required a considerable 
number of years to dispose of the Commodity Credit Corporation 
inventory during which time we would have paid about $4 million in 
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storage charges. We do not wish to imply in making this statement 
that anyone had in mind the idea that we would keep our inventory 
that long but I just want to bring out the point that some further 
steps were necessary and it was obvious that further price concessions 
would have to be made in order to solve the problem. 

Few feed manufacturers have been using Austrian winter peas in 
their mixes in the past. In order to get the consumption greatly 
stepped up, it is necessary to get feed mixers, large and small, to 
change their formulas. This involves a selling job which private 
industry is far better equipped to do than Commodity Credit Cor- 
poration. 

A public announcement could have been made reducing the price 
to $30aton. It was our considered judgment, however, that resulting 
sales would not have been much more than to meet the immediate 
requirements of those who had experience with Austrian winter peas 
and had found it practicable to use them. 

Now, another way to dispose of the inventory would be to contract 
for all or a large part of the inventory with people whose business 
consists of the handling of large quantities of feed ingredients and who 
have established sales organizations with the know-how that could be 
used in merchandising Austrian winter peas. 

In considering the sale of the Austrian winter peas we should note 
that on April 1, 1953, the Board of Directors of the Commodity 
Credit Corporation had approved the disposition of Austrian winter 
peas pursuant to section 416 of the Agricultural Act of 1949 which 
provided for donations of surplus commodities under certain conditions. 

Now this is the history of the negotiations leading to the sale of the 
80,000 tons of Austrian winter peas at $30 per ton. 

1. The Commodity Credit Corporation had approximately 80,000 
tons of Austrian winter peas stored in the Pacific Northwest as of 
April 1, 1953. The actual monthly storage accruing on this inventory 
was $34,941.25. All these peas were from 2% to 3 years old. 

2. On the afternoon of April 2, I met with a group of 15 to 20 
seedsmen and Mr. William Heckendorn, executive secretary of the 
American Seed Trade Association, to discuss the use of winter cover 
crop seeds. Mr. C. G. Burlingham was present at this meeting. 
During the discussion I suggested to the group present the possibility 
of members of the seed trade purchasing Commodity Credit Corpora- 
tion inventories, including Austrian winter peas so that they might 
be merchandised more effectively. None of the men made any offer 
to purchase at that time. 

3. On April 8, I also discussed the use of these peas as feed with 
Mr. Donald Stevens, vice president of General Mills, which operates 
a large mixed-feed business. I requested him to mention the matter 
to Mr. Dean MeNeal, vice president of Pillsbury Mills, another 
potential buyer, when he returned to Minneapolis. 

I have never heard from either one of those gentlemen. And with 
the permission of the chairman: I have received here a copy of a 
letter addressed to the Under Secretary of Agriculture from Mr. 
Stevens enclosing a copy of a letter written by Mr. Stevens to Hon. 
Clifford R. Hope, having to do with whether or not this was a secret 
matter; and with the permission of the chairman I would submit that 
for the record. 

Mr. Hoeven. Without objection, it may be inserted at this point. 
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GENERAL MILs, INc., 
Minneapolis, Minn., June 4, 1953. 
Hon. True D. Morse, 

Under Secretar j of Ag culture, 
United States Department of Agriculture, 
Washington, D. C. 

Dear Mr. Morse: Several days ago there appeared in our Minneapolis 
Tribune a report of certain charges made by Congressman Shelley of California 
with reference to the recent sale of Austrian winter peas. The charges made by 
Representative Shelley, at least as they were reported, were so grossly unfair to all 
concerned, and particularly to Carl Farrington, that I took it upon myself to 
write to Clifford Hope on the subject. Clifford Hope was selected as the recipient 
of the letter since the press release indicated that the matter had been turned over 
to his committee fe vestigation. 

later I received a copy of John Davis’ press release, which covered the matter 
in excellent fashion and should give to anyone interested a full justification of the 
transaction in all its details. It is unfortunate, however, that, as in most cases of 

kind, the charges always get a greater share of publicity and the official replies 
none at all. 

| thought you might be interested in what I bad written to Clifford Hope on 
this subject. This morning I received a very satisfactory acknowledgment from 
him in which he thanked me for my interest and for the facts as stated in my letter. 

Please be assured of my willingness to assist at any time by testimony or a letter 
to help clear up matters of this kind when some Congressman takes off into the 
stratosphere on a subject on which he has incomplete facts or no facts at all. 

Kindest personal regards. 

Yours very truly, 
Don A. STEVENS. 


GENERAL MILs, INc., 
Minneapolis, Minn., May 28, 1953. 
Hon. Cirrrorp R. Hope, 
House Office Building, Washington, D. C. 

Dear Mr. Hope: This morning our Minneapolis Tribune carried a story with 
reference to charges made by Representative Shelley of California concerning 
recent Commodity Credit Corporation sales of Austrian peas. The charges im- 
plied collusion or worse and were, to my knowledge, most unfair, particularly to 
Carl Farrington, now vice president of Archer-Daniels-Midland Co. 

The news item indicated that the matter had been referred to your committee. 
Knowing your desire to get at the true facts in this or eny other similar case and 
having some background knowledge of this situation prompts me to write to you. 

In early April I was in Washington for several days in connection with my 
duties as industry advisor on International Wheat Agreement matters. While 
visiting with CCC officials on many matters, they mentioned the desire of the 
Commodity Credit Corporation to clear the decks of many of these old odds- 
and-ends items which the Government had been carrying and which had not or 
could not be moved into consumption at the formula prices published regularly 
by C( ( i 

Among the items mentioned were 110,000 tons of these Austrian field peas. 
They were originally imported for emergency seed use, had not been so used, 
and were sitting month after month in Government inventory drawing storage 
and other charges. I was informed that the CCC intended to do what any busi- 
ness manager would do, namely, solicit bids for round-lot quantities and then 
unload them, if possible, at a fair price. 

Being the representative of a large user of feedstuffs, I was asked to submit a 
bid for round-lot quantities. I was further asked to inform any competitors with 
whom I might have contact of the Corporation’s desire and to ask them to sub- 
mit bids. I did so inform Mr. C. Dean McNeal, of Pillsbury Mills, Inc. To my 
knowledge, other large users were also contacted. 

The feed division of the company I represent did not find it expediert to make 
a bid, nor did the Pillsbury Co. Later, and before any sale was consummated, 
the official price list of CCC commodities which goes to thousands of users asked 
for bids and indicated that price concessions from the formula price would be 
made for round-lot quantities upon receipt of bona fide bids. 

How, then, can Mr. Shelley assert the charges of favoritism or collusion? I 
assert the opportunity was open to all and was well announced. I believe also 
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that the sale was a good sale for the Government. The discount Mr. Shelley 
mentions is a discount from a ridiculously high formula price. The true value 
of any commodity is its price in the market place, provided the bidding is open 
to many, and in this case it was. 
I very much enjoyed our short visit at the conference on IWA matters. Hope 
to have many more opportunities to chat in the future. 
Yours very truly, 


Mr. Cuase. 4. On April 14, Mr. C. G. Burlingham talked with me 
on the telephone, stating that he, the Henry D. Gee Co., and the 
Archer-Daniels-Midland Co. had placed themselves in a position to 
make a firm offer for the 80,000 tons of peas, mentioning a price of 
$30 a ton, and asking to meet with me in the near future. I indicated 
that I thought this price was too low but it was agreed that Mr. 
Burlingham and his associates would meet with us at the Department 
in Washington on April 17 to discuss the matter. 

5. Mr. C. G. Burlingham, Mr. W. H. Gee, and Mr. Hill, both of the 
Henry D. Gee Co., met with us on the afternoon of April 17. Negotia- 
tion discussions started with the group offer of $30 per ton and the 
Commodity Credit Corporation’s position of $40 per ton. The various 
factors of the problem of merchandising the inventories of peas were 
discussed in detail, covering prices and the necessity for interesting 
local feed dealers and mixers in Austrian winter peas, which had not 
been a widely used ingredient in past years. It was clear that these 
prospective purchasers would not pay more than $30 per ton. 

The matter was discussed with responsible Department. officials, 
taking into account the generally weakening condition of the feed 
market. Following this discussion, and with the approval of the 
Executive Vice President of the Commodity Credit Corporation, the 
negotiation for the sale was completed at $30 per ton in store at the 
many warehouses subject to the approval of the sale by the Com- 
modity Credit Corporation Board of Directors. 

The three buyers were: Archer-Daniels-Midland Co., Henry D. 
Gee Co., and E. F. Burlingham & Sons. During the negotiations, 
Mr. John E. Tripp, Chief of the Procurement and Sales Division of 
the Grain Branch, PMA, Department of Agriculture, was present. 

Mr. Preston Richard, PMA Assistant Administrator for Commodity 
Operations, was also present but was absent from the room during 
the close of the negotiations. 

6. On April 18, I left for a 2 weeks’ vacation and the actual writing 
of the contract was handled in the normal manner by the operating 
officials of the Department of Agriculture. The final contract varied 
in some minor details from my verbal arrangements with the buyers, 
but these variations were of no practical importance. 

7. This sale of the Austrian winter peas was authorized by resolution 
which was adopted by the Board of Directors of the Commodity 
Credit Corporation on April 21, 1953. 

8. The contract after having been cleared by the Office of the 
Solicitor of the Department of Agriculture for legal sufficiency was 
signed on April 30, 1953, by Mr. John E. Tripp, a contracting officer 
of the Commodity Credit Corporation. 

I would like to offer a copy of the contract for the record at this 
point. 
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Mr. Hoeven. Without objection, it may be inserted at this point 
in the record. 
(Copy of contract for the sale of Austrian winter peas is as follows:) 


Commopity Crepit CoRPORATION, WASHINGTON, D. C. 
CONTRACT FOR THE SALE OF AUSTRIAN WINTER PEAS 
Contract No. Alpm(Fs)—28655 


This agreement made and entered into as of this 30th day of April 1953, by 
and between the Commodity Credit Corporation (hereinafter referred to as CCC), 
an agency of the Government of the United States of America, and Archer-Daniels- 
Midland Co., Henry D. Gee Co., E. F. Burlingham and Sons (hereinafter referred 
to as the Buyers): 

WITNESSETH 


Whereas, the Buyers desire to purchase and CCC desires to sell the commodity 
hereinafter described: 

Now, therefore, in consideration of the mutual promises herein set forth the 
parties agree as follows: 

1. Commodity.—CCC agrees to sell and deliver to the Buyers, and the Buyers 
agree to purchase and accept delivery of all Austrian winter peas (hereinafter 
referred to as ‘‘the commodity’’) acquired under the CCC price support program 
which are located in warehouses in the States of Oregon, Washington, and Idaho 
and unsold as of May 1, 1953. The total quantity of such commodity is estimated 
to be approximately 156,000,000 pounds. CCC shall determine the quantity to 
be delivered hereunder and inform the Buyers thereof on or before May 10, 1953, 
but such quantity shall be subject to adjustment downward to the extent that 
any part othereof is destroyed prior to delivery or fails to meet the requirements 
of section 2. 

2. Ouality—The commodity shall be transferred to the Buyers in sound 
merchantable condition for feed purposes without any guarantee as to purity or 
germination. Bags which are not in good order shall be replaced by CCC. 

3. Delivery.—(a) CCC shall make delivery either in store by transfer of ware- 
house receipts or f. o. b. cars or trucks at warehouse location, in accordance with 
delivery orders to be issued on behalf of the Buyers by Archer-Daniels-Midland 
Company, Portland, Oregon (hereinafter referred to as ADM). The Buyers 
agree to take delivery of all of the commodity within 6 months after the date of 
this contract. In the event the Buyers do not take delivery of all of the com- 
modity within such 6 months period, delivery shall be completed bv the transfer 
of warehouse receipts to ADM. Such 6 months period shall consist of 183 calendar 
days beginning with the date of this contract. (b) Under no circumstances shall 
CCC be responsible for delays in delivery or nondelivery of the commodity due to 
any cause beyond the control of and without the fault or negligence of CCC 
including but not restricted to acts of God, acts of public enemy, acts of war, 
acts of the Government, fires, floods, epidemics, quarantine restrictions, strikes, 
failure of warehousemen to meet delivery schedules, and such delays shall not 
excuse the Buyers from accepting delayed delivery of the commodity after any of 
the periods provided for above or any extension thereof. 

4. Title and Risk of Loss.—Title to the commodity and risk of loss and damage 
shall pass to the Buyers at the time of delivery. 

5. Transit Billing —CCC shall apply on outbound shipments in accordance with 
Buyers’ instructions in delivery orders, or release to ADM in connection with in 
store delivery, whatever paid-in freight transit attaching to the commodity is 
available, and shall furnish to ADM promptly after execution of this contract 
copies of all applicable inbound freight bills or a record of all applicable transit. 
Such transit shall be without cost to the Buyers, except that any penalty or charge 
attaching to its use and not previously paid by CCC shall be assumed by the 
Buyers. 

6. Determination of Net Weight.—The net weight of that part of the commodity 
which is loaded out of storage during the six months period referred to in section 3 
shall be determined by multiplying each bag of the commodity by 100 pounds. 
In the event any part of the commodity remains in store at the expiration of such 
six months period, the net weight shown on the warehouse receipts shall be con- 
clusive notwithstanding the number of bags determined on load out. 
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7. Storage Charges.—The Buyers shall assume any and all warehouse charges 
(except loading out charges) incurred on the commodity after April 30, 1953. 

8. Purchase Price.—The purchase price of the commodity delivered hereunder 
shall be $1.50 per 100 pounds basis f. 0. b. cars or trucks at point of storage based 
on the net weight as determined in section 5 hereof. With respect to such quan- 
tity of the commodity as is delivered in store, it shall be the responsibility of CCC 
to settle with the warehouseman for loading out charges. 

9. Payment.—Payment shall be on sight draft, to be drawn on ADM unless it 
is specified in the delivery order that sight draft is to be drawn on another Buyer 
named therein, accompanied by shipping documents or warehouse receipts, and 
such payment shall include applicable storage charges, freight, including transit 
charge or penalty, prepaid for Buyers’ account, if any. With respect to any part 
of the commodity which is delivered in store, payment shall be made on the 
basis of warehouse receipt weights, but such payment shall be adjusted on the 
basis of the net weight loaded out, as determined in accordance with section 6, 
if the commodity is loaded out during the six months period referred to in section 3. 

10. Use of Commodity.—The Buyers shall use or resell the commodity for feed 
purposes only. 

11. Future CCC Sales.—CCC shall not sell, during the 12 months following the 
execution of this contract, any Austrian winter peas which remain in CCC owner- 
ship for feed purposes for delivery or use west of the western boundary of the 
State of Colorado extended to the Canadian border and to Mexico. 

12. U.S. Government Funds.—The Buyers shall not use in making payment for 
the commodity, nor resell the commodity for, any funds appropriated by the 
Congress of the United States for foreign aid purposes. 

13. Assignment.—This contract shall not be assigned by the Buyers, in whole 
or in part, without prior written consent of CCC. 

14. Contingent Fees—The Buyers warrant that they have not employed any 
person to solicit or secure this contract upon any agreement for a commission, 
percentage, brokerage, or contingent fee and that no such consideration or pay- 
ment has been or will be made. Breach of this warranty shall give CCC the right 
to annul the contract, or, in its discretion to add to the contract price or con- 
sideration the amount of such commission, percentage, brokerage, or contingent 
fees. This warranty shall not apply to commissions payable by Buyers upon 
contract or sales secured or made through bona fide established commercial or 
selling agencies maintained by Buyers for the purpose of securing business. 

15. Officials Not to Benefit—No member of or delegate to the Congress of the 
United States, or Resident Commissioner, shall be admitted to any share or part 
of this contract or to any benefit that may arise thereform, but this provision 
shall not be construed to extend to this contract if made with a corporation for 
its general benefit. 

In witness whereof, CCC and the Buyers have caused this contract to be duly 
executed by their respective officers thereunto duly authorized. 

Commopity CrEepDIT CoRPORATION, 
By Joun E. Tripp, 
Contracting Officer. 
ARCHER-DANTELS-MIDLAND Co., 
By H. W. Co ttins, 
Vice President. 
Henry D. Gee Co., 
By Wo. H. GEz, 
Owner. 
E. F. Bur“incHaM AND Sons, 
3y C. G. BuRLINGHAM, 
President. 

Mr. Hoeven. In that connection, Mr. Chase, do you also have a 
copy of the resolution adopted by the Board of Directors of the 
Commodity Credit Corporation? I think it might properly be in- 
serted in the record at this point. 

Mr. Cuassz. No, sir; I regret to say that I do not. 

Mr. Loos. I will present that. 

Mr. Horven. Will you supply a copy for the record? 


Mr. Loos. I will. 


(The resolution referred to is as follows:) 
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RESOLUTION OF THE BoaRp or Drrectrors, Commopity CREDIT CORPORATION 


Whereas Commodity Credit Corporation now owns and has in store in the 
States of Oregon, Washington, and Idaho approximately 80,000 tons of Austrian 
winter peas; and 

Whereas the Corporation has offered such Austrian winter peas for sale at 
various times under existing sales policies but has been unable to dispose of such 
peas; and 

Whereas certain firms are desirous of purchasing all such peas unsold as of 
May 1, 1953, at $1.50 per hundred pounds for use as feed; and 

Whereas it is the conclusion of the Board that such sale would be in the best 
interest of the Corporation and would not substantially impair any price-support 
program: Now, therefore, be it 

Resolved, That the President, or the Executive Vice President, Commodity 

dit Corporation, is hereby authorized to negotiate a contract for the sale, 
for feeding purposes only, either in the United States or abroad, of approximately 
80,000 tons of Austrian winter peas owned by Commodity Credit Corporation 
and in store in the States of Oregon, Washington, and Idaho as of May 1, 1953, 
for $1.50 per hundred pounds, basis f. 0. b. cars or trucks at point of storage. 
Such other terms and conditions of the contract as are necessary or desirable 
may be determined by the President or Executive Vice President. 

Approved by the CCC Board of Directors at the meeting held on April 21, 1953. 

LIonEL C. How, 
Secretary, Commodity Credit Corporation. 

Joun H. Davis, 
President, Commodity Credit Corporation. 

Approved, April 28, 1953. 

E. T. Benson, 
Secretary of Agriculture. 

Mr. Cuasz. The quantity of peas actually sold under this contract 
was 72,813 tons. 

We have had a few scattered complaints on this sale, including the 
one very vigorous complaint which has led to this hearing. The pro- 
tests have fallen generally into two groups. On the one hand, they 
are from consumers who would have liked to have had the benefit of 
the reduction in price from $50 per ton to $30 per ton. 

In this connection, however, it would not have been feasible for 
Commodity Credit Corporation to make the price reduction without 
some assurance that its stocks would move rapidly. These people 
have been buying these peas from us in the past, and, I believe, will 
be able to acquire them from the purchasers as long as the supply 
lasts at little if any more than the prices they were previously paying. 
It is true, of course, that supplies will not be available to them as long 
as would have been the case if Commodity Credit Corporation had 
continued to carry the inventory and sell in small lots as users desired 
it. 

Now, the other scattering of complaints came from people who were 
of the opinion that the sale of Austrian winter peas for feed might 
compete unfairly with commodities which they had for sale, thus driv- 
ing the market price down and defeating the purpose of some of the 
Commodity Credit Corporation price-support programs. 

These letters in general, however, were more concerned about the 
effect of the imports of Canadian oats and other grains than they were 
over the sale of Commodity Credit Corporation Austrian winter peas. 
Austrian winter peas, when used as a feed, substitute in part for feed 
grain and in part for protein feeds. The 80,000 tons which we sold 
will be less than one-tenth of 1 percent of the annual feed grain 
utilized in the United States and about six-tenths of 1 percent of the 
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estimated annual protein-feed utilization. In terms of our total feed 
supply, this transaction was very, very small. 

The only other way in which I know these peas could have been 
disposed of would have been under the giveaway provisions of sec- 
tion 416 of the Agricultural Act of 1949. This had been authorized 
at the time when the sale was finally concluded. 

I hope that in my statement I have anticipated and answered some 
of the questions that you gentlemen have. ‘There will, however, un- 
doubtedly be others, and 1 am more than willing to answer them to 
the best of my ability. 

(Discussion off the record.) 

Mr. Horven. The subcommittee will stand adjourned until 10 
o’clock tomorrow morning. 

(Whereupon, at 12 noon, the subcommittee adjourned to reconvene 
at 10 a. m., June 18, 1953.) 
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THURSDAY, JUNE 18, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
SUBCOMMITTEE No. 3, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1310, House Office Building, Representative Hoeven, chairman 
of the subcommittee, presiding. 

Present: Representatives Hoeven (chairman), Dague, Williams, 
Wampler, Gathings, Sutton, and Jones. 

Also present: Representatives Harrison, Cooley, Poage, and Polk. 

Mr. Horven. The committee will come to order. Reference was 
made in the hearings yesterday to a report from the Comptroller 
General of the United States. Under date of June 4, 1953, the Chair 
directed a letter to Mr. Lindsay Warren, Comptroller of the United 
States, asking for a report on this particular transaction. Such report 
has now been submitted and copies are in the hands of the members of 
the subcommittee. 

Without objection I submit the letter from Mr. Lindsay Warren 
addressed to me, together with the report, to be inserted ia the record 
at this point. 

Mr. Garurneas. Mr. Chairman, as I understand it that report will 
go in verbatim, and will not be filed with the committee? 

Mr. Hoeven. It will be made a verbatim part of the record and it is 
inserted at this point so the witnesses may have access to the report. 
It will be available to the press at this time. 

(The letter and report above referred to are as follows:) 

COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, June 16, 1958. 
Hon. CHARLES B. HOEVEN, 
Chairman, Subcommittee No. 8. 
Committee on Agriculture, House of Representatives. 

My Dear Mr. CHAIRMAN: Pursuant to your request of June 4, 1953, I am 
enclosing herewith copies of a report on a Commodity Credit Corporation contract 
involving the sale of approximately 80,000 tons of Austrian winter peas to 3 west 
coast concerns. 

Should your committee desire any further assistance from this Office, please do 
not hesitate to call upon me. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


Enclosures. 
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GENERAL ACCOUNTING OFFIC! 
DIVISION OF AUDITS 


RePorT ON ComMMopity CREDIT CORPORATION CONTRACT TO SELL AUSTRIAN 
WINTER Peas 


O pril 30, 1953, Commodity Credit Corporation entered into a contract to 
sell approximately 77,649 tons of Austrian winter peas at $30 per ton to 3 firms 
Ore and Washington Under its price-support program for 1949 and 1950 


crop Austrian winter peas the Corporation had acquired 122,860 tons of peas, 
at an average cost of $91.26 per ton, or an aggregate cost of $11,212,823. As of 
April 30, 1953, 100,776 tons remained in inventory, of which 77,649 tons (the 

ld on April 30) were stored in the States of Oregon, Washington, and 


( 


Idaho, and the balance (23,127 tons) was stored at various locations in the Mid- 


3,12 
west and southern areas. Storage and transportation charges incurred to April 
1953, aggregated $2,951,178. The average monthly storage cost for the 10- 
mth pe riod ended April 30, 1953, was $56,386 

Prior to May 1, 1953, the Corporation had sold 22,084 tons of 1949-50 crop 
peas on which it had incurred a loss of $780,806. During the 10 months ended 
April 30, 1953, 8,735 tons were sold at an average price of $70.15 per ton exclusive 
of the sale on April 30 of approximately 77.649 tons. CCC’s book cost per ton 
ing accrued storage and transportation) as of April 30 was $110.58 and the 
loss on the sale of 77,649 tons (if this quantity is delivered) at $30 per ton would be 
approximately $6,257,197. These sales were made pursuant to authority granted 
to the Corporation in section 407 of the Aggricultural Act of 1949 wherein sales of 
storable commodities for seed or feed are permitted at any price provided such 
substantially impair any price-support program. 

Before April 1, 1953, the Corporation offered the Austrian winter peas for do- 
mestic and export sale through monthly, public announcements containing the 
quantities offered and the terms of sale. Peas for domestic seed purposes were 
offered at fixed prices. Peas for domestic feed purposes only and for export were 
offered at the domestic market price for feed but not less than fixed, minimum 
prices. For the month of March 1953 the Corporation offered peas for domestic 
feed use at the market price for feed but not less than $60 per ton, f. 0. b. point of 
storage, plus paid-in freight, as applicable. On April 1, 1953, the Corporation’s 
pricing announcement with respect to peas for domestic feed use omitted the 
usual pricing terms al d stated that information covering prices, quantities and 
ocations could be secured at six of its field offices (PMA commodity offices). 
On April 2 the Portland, San Francisco, Dallas, Kansas City, Chicago, and New 
Orleans PMA commodity offices were notified to sell peas for feed at $50 per ton, 
f. o. b. point of storage and during the month of April, 687 tons were sold for 
feed o these terms 

Although the PMA commodity offices were not informed that offers of less than 
$50 per ton would be entertained, the Corporation, on April 30, 1953, entered into 
contract No. Alpm (F's)—28655 wherein it agreed to sell for feed all of its Austrian 
winter peas on hand as of May 1, 1953, in the States of Oregon, Washington, and 
Idaho (approximately 77,649 tons) to a group of 3 buyers: 

Archer-Daniels-Midland Co., Portland, Oreg. 
Henry D. Gee Co., Seattle, Was! 
I. F. Burlingham & Sons, Forest Grove, Oreg. 

The price was $30 per ton ($1.50 per hundredweight), basis f. 0. b. ears or trucks 
r¢ CCC agreed to pay for loading out charges; storage charges 
after April 30, 1953, were for the account of the buyers. 

Paid-in freight transit was furnished to the buyers without cost except that any 
penalty or charge attaching to its use and not previously paid by CCC would be 


liv 


sales will not 











at pou t of storas 





assumed by the buyers Freight transit privileges are granted by railroads on 

certain commodities shipped by rail to intermediate storage points permitting the 

owner to reship at lower rates than would otherwise be charged. This provision 

was not consistent with sales announcements made prior to April 1 wherein paid-in 
freight was charged to the buvers 

The ecommod was to be delivered in sound, merchantable condition within 

6 hs after April 30 in accordance with buvers’ delivery orders Title to the 

odity and risk of loss and damage would pass to the buyers at time of de- 

Payment would be made at time of delivery 
It was agreed that the buvers wo i use or resell the commodity for feed pur- 
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CCC agreed not to sell, during the 12 months following April 30, any Austrian 


winter peas remaining in CCC ownership for feed purpx r use west of the 
western boundary of the State of Colorado extended to the Canadian border and 
to Mexico. This agreement was subsequently del | oO he ntract 
Particulars with respect to the negotiation of the contract are set fort! 

exhibit C, attached herewith. In general, we are informe that CCC’s problem 
of liquidating its large stocks of seeds, peas, and beans was discussed with repre 
sentatives of the American Seed Trade Association \pril 2, 1953, in the offies 
of Mr. Elwood Chase, Assistant to the President, CCC. Mr. C.G. Burlinghan 
of E. F. Burlingham & Sons was one of the dealer-delegates present at the meeting 
No offe rs to buy were received at that meeting and Mr. Chase was not contacted 
by the buyers with respect to negotiating the sale until A 14, when he arranged, 
by telephone, to meet with Mr. C. G. Burlingham of EF. F. Burlingham & Sons 


for the ing : l ‘ 
The meeting was held in Mr. Chase’s office in the Depar ment of Agriculture 
oe ; 


April 17, and was a 


Forest Grove, Oreg 





Messrs. Burling ee of E. F. Bu ham & and the Her I). ¢ 
Co., respectively. Mr. Chase informed us that during this meeting he attempted 
to sell the peas for $40 a ton but that the buyers at no time offered more than $30 
a ton and an oral agreement was reached, in general ter to ll all of CCC 
Austrian pea inventory in the States of Washington, Oregon, and Idaho, at $30 
per ton, on an ‘‘as is—where is’’ basis Mr. Chase left Wa ngton the next 





luty of drawing up a formal sales contract was assigned 
( hi f, Procure ment and Sale S Divi lol Crain Bran i. | M \ 


week the general terms of the sale were approved bv the 


for 2 weeks and the « 

Mr. John J ‘Ti 
During the or 

Board of Directors, CCC; the formal contract was ne¢ tiated and draw! pt 

Messrs. Tripp, Dahl, and O’Leary of the Depart 

buyers’ representatives (Mr. C. F. Farrington f 


and Messrs. Burling 








rham and Gee): the approval of the Solicitor, USDA va 











obtained: the contract was approved by Mr. Preston Richards, Vice Pre le 
CCC; and the contract was signed as of April 30. The sale was announced 
publicly by the Department on May 1 

It is noted that the oral agreement reached on April 17 provided for the sal 
of the peas on an “as is—where is” basis, but that the formal contract provided 
for the buvers to assume risk of loss at time of deliver which could take place 
within 6 months afte April 30): also the contract guaranteed delivery of the 
commodity in sound, merchantable condition. Che explanation offered by Mr 
Tripp is that he negotiated and lrew up the formal contract ir accordance with 
his understanding of the oral agreement reached on April 17. 

CCC officials have informed us that they do not have complete, reliable infor 
mation with respect to the following points and we have not undertaken to 
determine: 

1. The extent of participation |} ach buy i I ind marketing 
of the peas. 

2. Whether the buyers had firm commitments for disposing of some or a 
of the peas i the purchase from CC¢ 

The qua ‘’s of peas sold by the buvers ( ril 30, the prices a 

which they were sold, the areas in which sold and e profit or ‘ iTIS1I 
from the buyers’ sales. 

1. Whether the buyers have, or intend to stipulate that custome 





must sell or use the peas only for feed purposes and if such a stipulation is 
made how they intend to enforce it. 


Our review was made in Washington, D. C., and included a review of records 
and documents relative to the sale such as the preliminary and final drafts of th 
sales contract; CCC sales announcements; the resolution approved by the Board 
of Directors, CCC; the opinion of the Solicitor, USDA; and correspondence 
between Congressman John F. Shelley (D), Califor and Mr. John H. Davis. 
President of CCC. Statistical data as to acquisitions and dispositions of Austrian 
winter peas was obtained from the Corporation’s fiseal records. We also inter- 
viewed various officials and employees of the Departm< nt who were involved in 
the negotiations and approval of the contract including: 








Preston Richards, Vice President, CCC 

Elwood Chase, Assistant to the President, CCC 

John E. Tripp, Chief, Procurement and Sales Division, Grain Branch, PMA 

Arnold S. Dahl, Chief, Merchandising Section, Procurement and Sales Division, 
Grain Branch, PMA 

Patrick M. O’Leary, Office of the Solicitor, USDA 
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The following exhibits are attached: 


Exhibit A—Contract for the sale of Austrian winter peas, No. Alpm (Fs)—28655 
Exhibit B \ trian winter pea program: 
Selected statistical data 
Cost data on 1949 and 1950 crops acquired by CCC 
Cost data on sales of 1949 and 1950 crops from July 1, 1952, through May 1, 
1953 
Exhibit ¢ Chronology of events with respect to the negotiation and approval 


I ( ontract Oo. Alpm I's 28655 

hibit D—Press release (USDA 1281-53) issued by the Office of the Secretary, 

SDA, May 28, 1953, containing a letter from John H. Davis, President, CCC 
to the Honorable. John F. Shelley, House of Representatives 

Exhibit I Extract from minutes of a regular meeting of the Board of Directors 
of CCC, April 21, 1953, re: Sale of 80,000 tons of Austrian winter peas for feed. 





[Copy] 
Exuisit A 
Commopity CrEbIT CORPORATION 
Washington 25, D. C. 
CONTRACT FOR THE SALE or AustTRIAN WINTER PEAS 
Contract No. Alpm(Fs)—28655 


This agreement made and ertered into as of this 30th day of April 1953, by ana 
between the Commodity Credit Corporation (hereinafter referred to as CCC), an 
agency of the Government of the United States of America, and Archer-Daniels- 
Midland Co., Portland, Oreg., Henry D. Gee Co., Seattle, Wash., and E. F. 
surlingham & Sons, Forest Grove, Oreg. (hereinafter referred to as the Buyers): 

WITNESSETH: 

Whereas the Buyers desire to purchase and CCC desires to sell the commodity 
hereinafter described: 

Now, therefore, in consideration of the mutual promises herein set forth the 
parties agree as follows: 

1. Commodity.—CCC agrees to sell and deliver to the Buyers, and the Buyers 
agree to purchase and accept delivery of all Austrian Winter peas (hereinafter 
referred to as ‘‘the commodity’’) acquired under the CCC price support program 
which are located in warehouses in the States of Oregon, Washington, and Idaho 
and unsold as of May 1, 1953. The total quantity of such commodity is estimated 
to be approximately 156,000,000 pounds. CCC shall determine the quantity 
to be delivered hereunder and inform the Buyers thereof on or before May 10, 
1953, but such quantity shall be subject to adjustment downward to the extent 
that any part thereof is destroyed prior to delivery or fails to meet the re quirements 
of section 2. 


2. “Quality —The commodity shall be transferred to the Buyers in sound 
merchantable condition for feed purposes without any quarantee as to purity 
or germination. Bags which are not in good order shall be replaced by CC( 

3. Delivery.—(a) CCC shall make delivery either in store by transfer of ware- 


house receipts or f. 0. b. cars or trucks at warehouse location, in accordance with 
delivery orders to be issued on behalf of the Buyers by Archer-Daniels- Midland 
Company, Portland, Oregon (hereinafter referred to as ADM). The Buyers 
agree to take delivery of all of the commodity within 6 months after the date of 
this contract. In the event the Buyers do not take delivery of all of the com- 
modity within such 6 months’ period, delivery shall be completed by the transfer 
of warehouse receipts to ADM. Such 6 months’ period shall consist of 183 
calendar days beginning with the date of this contract. (b) Under no circum- 
stances shall CCC be responsible for delays in delivery or nondelivery of the 
commodity due to any cause beyond the control of and without the fault or 
negligence of CCC including but not restricted to acts of God, acts of public 
enemy, acts of war, acts of the Government, fires, floods, epidemics, quarantine 
restrictions, strikes, failure of Warehousemen to meet delivery schedules, and such 
delays shall not excuse the Puyers from accepting delayed delivery of the com- 
modity after any of the periods provided for above or any extension thereof. 

1. Title and risk of loss.—Title to the commodity and risk of loss and damage 
shall pass to the Buyers at the time of delivery. 
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5. Transit billing—CCC shall apply on outbound shipments in accordance 
with Buyers’ instructions in delivery orders, or release to ADM in connection 
with in-store delivery, Whatever paid-in freight transit attaching to the commodity 
is available, and shall furnish to ADM promptly after execution of this contract 
copies of all applicable inbound freight bills or a record of all applicable transit. 
Such transit shall be without cost to the Buyers, except that any penalty or 
charge attaching to its use and not previously paid by CCC shall be assumed by 
the Buyers. 

6. Determination of net weight.—The net weight of that part of the commodity 
which is loaded out of storage during the six months’ period referre 2 toin section 3 
shall be determined by multiplying each bag of the commodity by 100 pounds. 
In the event any part of the commodity remains in store at the expiration of such 
six months’ period, the net weight shown on the warehouse receipts shall be con- 
clusive notwithstanding the number of bags determined on load out. 

7. Storage charges.—The Buyers shall assume any and all ware — charges 
(except loading out charges) incurred on the commodity after April : 1953. 

8. Purchase price.—The purchase price of the commodity delive red im -reunder 
shall be $1.50 per 100 pounds basis f. 0. b. cars or trucks at point of storage based 
on the net weight as determined in section 5 hereof. With respect to such quan- 
tity of the commotity as is delivered in store, it shall be the repsonsibility of CCC 
to settle with the warehouseman for loading out charges. 

9. Payment.—Payment shall be on sight draft, to be drawn on ADM unless 
it is specified in the delivery order that sight draft is to be drawn on another 
Buyer named therein, accompanied by shipping documents or warehouse receipts 
and such payment shall include applicable storage charges, freight, including 
transit charge or penalty, prepaid for Puyers’ account, if any. With respect to 
any part of the commodity which is delivered in store, payment shall be made on 
the basis of warehouse receipt weights, but such payment shall be adjusted on 
the basis of the net weight loaded out, as determined in accordance with section 6, 
if the commodity is loaded out during the six months’ period referred to in section 3. 

10. Use of commodity.—The Buyers shall use or resell the commodity for feed 
purposes only. 

ll. Future CCC sales.—CCC shall not sell, during the 12 months following the 
execution of this contract, any Austrian winter peas which remain in CCC owner- 
ship for feed purposes for delivery or use west of the western boundary of the 
State of Colorado extended to the Canadian border and to Mexico. 

12. U. S. Government funds.—The Buvers shall not use in making payment for 
the commodity, nor resell the commodity for, any funds appropriated by the 
Congress of the United States for foreign aid purposes. 

13. Assignment.—This contract shall not be assigned by the Buyers, in whole 
or in part, without prior written consent of CCC. 

14. Contingent fees—The Puyers warrant that they have not employed any 
person to solicit or secure this contract upon any agreement for a commission, 
percentage, brokerage, or contingent fee and that no such consideration or pay- 
ment has been or will be made. Breach of this warranty shall give CCC the 
right to annul the contract, or, in its discretion to add to the contract price or 
consideration the amount of such commission, percentage, brokerage, or contingent 
fees. This warranty shall not apply to commissions payable by buyers upon 
contract or sales secured or made through bona fide established commercial or 
selling agencies maintained by FPuyers for the purpose of securing business. 

15. Officials not to benefiti—No member of or delegate to the Congress of the 
United States, or Resident Commissioner, shall be admitted to any share or 
part of this contract or to any benefit that may arise therefrom, but this provision 
shall not be construed to extend to this contract if made with a corporation for 
its general benefit. 

In witness whereof, CCC and the Buyers have caused this contract to be duly 
executed by their respective officers thereunto duly authorized. 

Commopity CrEpiIt CoRPORATION, 
By Joun E. Tripp, Contracting Officer. 
ARCHER-DANIELS-MIDLAND Co., 

By H. W. Couuins, Vice Pres. 
Henry D. Gee Co., 
By H. D. Greg, Owner. 
E. F. Burtincuam & Sons, 
By C. G. BuruincuaM, President. 
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77,649 tons on hand as of May 1; 
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Date 
Apr. 20, 1953 
Apr. 21,1953 
Apr. 24, 1953 
Apr. 28, 1953 

ES 
May 1, 1953 
May 1, 1953 
May 4, 1953 
May 28, 1953 
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Chronology of events’ with respect to the negotiation and approval of contract No. 


Alpm (F's)-28655—Continued 


Event 


Export—Continued 


4 contract drafting session was held to formalize the oral agreement reached on Apr. 17, 
1953. An original draft prepared by Grain Branch personnel] used as a starting point 


was subjected to several changes and revisions. The following individuals participated 
in the meetings at which the contract was drafted. 
coc 


John E. Tripp, Grain Branch, PMA. 

Arnold 8. Dahl, Grain Branch, PMA. 

Patrick M. O’Leary, Office of the Solicitor, USDA. 
Purchasers 

C. G. Burlingham, F. F. Burlingham & Sons 

H. D. Gee, Henry D. Gee Co 

C. F. Farrington, Archer-Daniels-Midland Co. 

Mr. C. F. Farrington, a vice president of Archer-Daniels-Midland Co., was not present 
at the original negotiation He was formerly employed by the USDA, and was at one 
time an officer of the Commodity Credit Corporation. He isa member of the National 
Agricultural Advisory Committec Newspaper reports indicate that he is a cousin of 
R. L. Farrington, acting head of the Agricultural Credit Group, USDA 

rhe CCC Board of Directors, at its regular mecting, approved a resolution authorizing the 
President, or the Executive Vice President, of CCC to negotiate a contract for the sale, 
for feed purposes only, either in the United States or abroad, of approximately 80,000 
tons of Austrian winter peas owned by CCC and in store in the States of Oregon, Wash- 
ington, and Idaho as of May 1, 1953, for $30 per ton, basis f. 0. b. cars or trucks ay point of 
storage. Such other terms and conditions of contract necessary or desirable were to be 
determined by the President or the Executive Vice President 

lhe USDA Solicitor reviewed the resolution (approved by the Board of Directors on Apr. 
21, 1953) and determined that legal authority for the proposed sale was contained in sec, 
407 of the Agricultural Act of 1949. Included in his letter to the Board of Directors was 
the following paragraph 

“It is understood that, pursuant to this authority [that the President or Executive 
Vice President provide such terms and conditions as he determines to be necessary or 
desirable] there is to be included in the contract a provision which would prohibit 
Commodity Credit Corporation from selling any of its remaining stocks of Austrian 
winter peas for delivery or use west of the western boundary of the State of Colorado 
extended to the Canadian border and to Mexico for a period of 12 months following 
execution of the contract.” 

The Secretary of Agriculture signed the resolution approving the sale of Austrian winter 
peas 

The contract (Alpm(Fs) 28655) was mailed to Mr. C, F. Farrington in Portland, Oreg., 
for him to obtain signatures from representatives of each of the companies constituting 
the buying syndicate 

The executed contract was mailed from San Francisco, Calif., to Washington, D. C, 

A press release by CCC in Washington, D. C., announced the sale of the Austrian winter 
peas 

he executed contract was received in Washington, D. C, 

A telegram from Henry D. Gee Co. (for all 3 buyers) to Mr. Elwood Chase reported their 
agreement to the deletion of par. 11 of the contract, relating to the future sales by CCC 
of its remaining stocks. 




















Exuipit D 
UNITED STaTEsS DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 


WasHINGTON, May 28, 1958. 


LetrerR Expiains Facts 1n USDA Sar or AusTRIAN WINTER PEAS 


Any taint of “favoritism’’ in the sale of 80,000 tons of Austrian winter peas to 
three west-coast concerns was denied today in a letter sent by John H. Davis, 
President of the Commodity Credit Corporation, the United States Department 
of Agriculture’s commodity price support agent, to Congressman John F. Shelley 
(Democrat), California. 

Congressman Shelley had made the charge on the floor of Congress this week 
following publication by a Washington newspaper of a story that alleged ‘‘favorit- 
ism’”’ in the sale by CCC of the peas to the Henry D. Gee Co., Seattle, Wash.; 
Archer-Daniels-Midland Co., Portland, Oreg.; and E. F. Burlingham & Sons, 
Forest Grove, Oreg. 

According to the story, the CCC had bypassed regular sale channels in the 
Production and Marketing Administration’s Grain Branch, sales agent for CCC, 
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and had concluded the sale through private negotiation carried on by “new’’ men 
in the Department. 

Sale price of the peas was $30 a ton, and the story alleged that this was $20 a 
ton under the previously quoted offer. 

The facts of the case, as revealed in the Davis letter, show that there was no 
previously ‘“‘listed’”’ price in April on the peas in question. 

In answering a list of 11 questions posed by the Congressman to Ezra Taft 
Benson, Secretary of Agriculture, and referred by the Secretary to Mr. Davis for 
investigation and answer, the CCC President made it clear that the peas were 
offered without any quoted price in the regular offering dated April 1. 

“This method of inviting offers,’ Davis explained, ‘‘is a regular practice on 
items that fail to move. We had quoted a $60-a-ton price on March 1 and re- 
ceived no takers. Our April 1 listing was an invitation to bids. We received 
several inquiries and gave a price of $50 a ton. Only 1,050 tons sold at that 


price. Then we received the offer of $30 a ton for the volume lot 

‘“‘We entered into negotiation on this price on April 20 and concluded the sale 
on April 30. These peas had been part of 122,000 tons which we found in our 
inventory when we took office from the preceding administration. They had 


been in CCC hands since 1949 without moving. They were costing the taxpayers 
$40,000 a month in storage charges. On this basis we were happy to make the 
sale.’’ 

Other items in the Davis answer point up the fact that the buyers assumed all 
storage responsibility on date of sale and that no previous contractual sale agree- 
ments, either foreign or domestic, were violated by the transaction 

True D. Morse, Under Secretary and acting head of the USDA in the absence 
of the Secretary, stated that the CCC Board, of which he is a member, had 
reviewed the sale and approved it. 


{ 


“T have discussed the matter with Secretary Benson by telephone,” said Mr. 
Morse. ‘‘We hope that the House Agricultural Committee will hold the hearing 
as offered by Congressman Clifford R. Hope, chairman (Republican), Kansas: It 


will give the opportunity to explain why the sale was made to stop the mounting 
storage costs and get the feed into use.” 

Following is the complete text of the Davis letter: 

May 28, 1953. 
Hon. JoHN F. SHELLEY, 
House of Representatives. 

Dear Mr. SHELLEY: Secretary of Agriculture Benson has asked me, as Presi- 
dent of the Commodity Credit Corporation, to reply to vour letter of May 14, 
1953, in which you request specific detail in connection with the recent sale of 
the CCC stock of Austrian winter peas in the Pacific Northwest. 

Commodity Credit Corporation has owned slightly in excess of 200,000,000 
pounds of Austrian winter peas for the past 2 years. About 160,000,000 pounds 
of Austrian winter peas were stored in the Pacific Northwest on May 1, 1953, at 
an average storage cost per month of about $40,000. The peas were acquired 
under support programs under which the peas were, if delivered to CCC, to be 
used in the Southeastern States as a cover crop. 

Austrian winter peas retain their quality and germination for about 2 years, 
after which time their quality and germination deteriorate rapidly. CCC and 
the seed trade have substantial stocks of other crop seeds and hay and pasture 
seeds which appear to be far in excess of any apparent demand. This makes it 
more advisable to dispose of the Austrian winter peas for feeding purposes only. 

On April 1, 1953, the Commodity Credit Corporation ceased quoting a firm 
price for Austrian winter peas in its monthly list of the commodities which CCC 
has to offer for sale. The Commodity Credit Corporation included in its April 
press release the following paragraph in reference to Austrian winter peas: ‘‘In- 
formation covering prices, quantities, and location can be secured at the Dallas, 
Kansas City, Chicago, and New Orleans PMA commodity offices.’’ 

On April 10, 1953, in response to inquiries, the offices of the Commodity Credit 
Corporation listed above were advised to sell Austrian winter peas at $2.50 per 
hundredweight f. o. b. warehouse. A total of 1,050 tons was sold during the 
month of April at this price. 

The following are replies to your numbered questions: 

(1) The names of the purchasers, all of which signed the contract, are: Henry 
D. Gee Co., Seattle, Wash.; Archer-Daniels-Midland Co., Portland, Oreg.; and 
E. F. Burlingham & Son, Forest Grove, Oreg. 

(2) The first discussion of the desirability of liquidating certain old carryover 
seeds as feed rather than continuing to carry them at heavy storage cost took 
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which is considered the most practical and will obtain the greatest revenue to 
CUA 
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Mr. Horven. Yesterday Mr. Chase had concluded his prepared 
statement. Mr. Chase, will you come forward, please? If you wish 
you may have Mr. Gordon and others with you to answer specific 
questions which may be asked. 
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STATEMENT OF ELWOOD L. CHASE, ASSISTANT TO THE PRESIDENT 
OF COMMODITY CREDIT CORPORATION—Resumed 


Mr. Hermpurcer. Mr. Chairman, it is your wish, is it not, to pro- 
ceed with the propounding of the specific questions which had been 
raised by Congressman Shelley yesterday? 

Mr. Hoeven. Yes. The Chair desires, and I am sure it is also the 
wish of the members of the subcommittee, that the specific questions 
set out in Mr. Shelley’s statement of yesterday, constituting some 
10 interrogatories, be clasified and answered at this point. 

Mr. HeimpurGer. Mr. Chase, you are the primary witness. As 
the chairman has indicated, the questions will be addressed to you. 
If they can be more readily answered by Mr. Gordon or by any of 
the other people from the De partment, who are here, would you please 
call on them to give a specific answer? 

What we want is the information, and not necessarily from you. 
Why was the feed trade in general not informed that there was to be 
a change in the lon -standing policy of selling peas and other surpluses 
on a quote »d price basis only 

Mr. Cuase. On April 1 the price on Austrian peas was removed 
from the list, which is and has been accepted by the trade as knowledge 
to them that Commodity Credit has an article for sale and awaits 
offers. 

Mr. Hermpurcer. By being removed from the list you mean this 
list of offerings of Commodity Credit commodities published at the 
first of each month with prices attached and so on? 

Mr. Cuasz. Yes, sir. 

Mr. HermBurcer. It did actually appear on that list, did it not, 
for April? 

Mr. Cuasr. No, it did not. 

Mr. Hermpurcer. You mean it was not included in your release 

f April 1? 

Mr. Cuase. No. I submitted a copy of the April 1 list yesterday, 
showing that it merely called for increase—— 

Mr. Hermpurcer. It was physically on the list of April 1, was 
it not? 

Mr. Cuase. Yes, it is on the list. 

Mr. Hermpurcer. But without a stipulated or quoted price. 

Mr. Cuase. That is right. 

Mr. Hermeurcer. Is it your position that the mere listing of a 
commodity in that manner, simply inviting inquiries to a CCC 
commodity office, is notice to the trade that the particular commodity 
is for sale on a negotiated or offer basis? 

Mr. Cuaseg. Yes, sir. 

Mr. Hermmpurcer. Is that generally understood by the trade? 

Mr. Cuase. I believe it is. 

Mr. Hermpurcer. How widely is this price list distributed? 

Mr. Cuase. I would rather have Mr. Gordon answer that, if he 
can, because I do not know. 

Mr. Hemmpurcer. That is perfectly all right. 

Mr. Gorpon. I will ask Mr. Dahl to answer that. 

Mr. Daut. The price list goes to about 1,500 people throughout 
the country, newspapers and ‘others interested in grains, feeds, seeds. 
It is published in the Federal Register. 
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Mr. Hermpurcer. It is published in the Federal Register? How 
is your mailing list for that price list made up? Is it available on 
request to anyone who asks for it? 

Mr. Daunu. That is right. Anyone who asks for a copy can get it. 

Mr. Hermpurcer. It is directly distributed to about 1,500 different 
recipients throughout the country? 

Mr. Dant. Yes, sir. 

Mr. Hermpurcer. Does it cover the feed trade generally? 

Mr. Dant. It covers those people in the feed trade who have an 
interest in feed grains and feeds. I think it covers them quite well. 

Mr. Hermpurcer. Had you completed your answer? 

Mr. Cuase. In addition to that, this had. been discussed by me 
with several individuals mentioned in my direct statement given 
yesterday, at our April 2 meeting with the seeds trade, which is also 
in my direct statement. 

Mr. Hermpurcer. Do you have a list of people who were present 
at that April 2 meeting? 

Mr. Cuase. No, I do not. 

Mr. Hemmpurcer. Could you provide the committee with a list of 
those people? 

Mr. Cuase. I do not believe I can, for the simple reason that the 
meeting was not called by me. That group of seeds men had been in 
Washington in the morning to have a meeting with Mr. Williams on 
the ACP problems, and asked to come over to see me in the afternoon, 
which they did. I do not have any list of them. 

Mr. Gorpon. I think we could assemble a list without difficulty. 

Mr. Hermpurcer. Mr. Chairman, I think it might be helpful to 
have them submit a list of people who were present. 

Mr. Hoeven. Yes, I think a list of those present should be sub- 
mitted for the record at this point. 

Mr. Gorpvon. I am sure we can get such a list and we will furnish it. 

(The information requested is as follows: ) 


PEOPLE IN ATTENDANCE AT 2 P. M. MEETING ON APRIL 2, 1953, IN 
Mr. Etwoop CHASE’s OFFICE 


E. Gordon Burlingham, Forest Grove, Oreg. 

Howard Jenks, Jenks-White Seed Co., Salem, Oreg. 

Don Gillispie, Pacific Supply Corp., Portland, Oreg. 

Stewart Simpson, Simpson Nurseries, Monticello, Fla. 

W. E. Tidwell, Sewan, Inc., Columbus, Miss. 

Loyd Brown, Albert Dickinson Seed Co., Chicago, Ill. 

Al Mangelsdorf, Mangelsdorf Bros. Seed Co., St. Louis, Mo. 

Charles Ross, Ross Seed Co., Louisville, Ky. 

W illiam Heckendorn, American Seed Trade Association, Chicago, III. 

Charles Emory, Northrop King & Co., Berkeley, Calif. 

Max Scarff, president, American Seed Trade Association, New Carlisle, Ohio 

Mr. Hermpurcer. The second question Mr. Shelley propounded 
was: Why was the policy changed? 

_Mr. Cuase. I would like to ask, just to help me answer the ques- 
tion: What is meant there? What policy does he mean that was 
changed? 

_Mr. Hermpurcer. He refers apparently to what he calls in ques- 
tion 1 the long-standing policy of selling peas and other surpluses on 
a quoted-price basis only. Are there other surpluses which have 
been offered for sale other than on a quoted-price basis? 
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Mr. Cuase. Yes, there are. In fact, as was testified yesterday, 
there is no firm set policy of making sales in any one manner. That 
was testified to yesterday. I have here several negotiated sales which 
I will be glad to present. 

Mr. Hermsurcer. Have other commodities been previously ad- 
vertised in your monthly pricelist on this basis? 

Mr. Cuase. Oh, yes. 

Mr. HermpurGer. On an inquiry basis? 

Mr. Cuase. Yes. 

Mr. Hermpurcer. Then this is not a change of policy; is that 
correct? 

Mr. Cuase. That is correct 

Mr. Gorvon. That is correct. 

Mr. Heimpurcer. You previously had the policy of offering com- 
modities for sale on a bid or inquiry basis on your monthly pricelist? 


Mr. Cuass. I think that is true. And I think there should be 
added to that answer that there are several ways in which sales have 
been made by Commodity Credit Corporation in the past. 

Mr. Cootey. Could I interpose a question? You are assuming 
that this was a monthly price. Nobody ever heard of this $30 price 
except three men in conference. No publicity was given to it at 
all, was there? 

Mr. Cuase. I didn’t understand you. : 

Mr. Coo.tey. You say that was based on policy, based on a monthly 
price. Nobody ever mentioned that. 

Mr. Coase. The $30 was not mentioned? 

Mr. Cooutey. To anybody but the men who made the purchase. 

Mr. Cuasg. Oh, yes, it was. 

Mr. Cootny. Name one other person except the three. Who was 
there? 

Mr. Cuase. Let’s get the question straight. 

Mr. Coo.ry. I am straight 

Mr. Cuase. I want to get myself straight on it. You want to 
know who knew about the $30 price? 

Mr. Cootey. That is right; aside from the men who bought it. 

Mr. Crass. Prior to the consummation of the sale, the actual 
S50 price? 

Mr. Cooney. Yes. 

Mr. Cuasr. Nobody, other than the ones interested. 

Mr. Gorvon. The $30 price, Mr. Cooley, was not arrived at until 
negotiations had been concluded? 

Mr. Coo.rey. That is right. Nobody on earth knew about it 
except the men who were in that meeting and bought the 80,000 tons. 

Mr. Gorpon. That is not the question at point. The question is 
whether this is a departure from 

Mr. Coorry. That is right. When you sell to the purchaser 
and the purchaser is the only person who knows about it, it is a 
departure 

Mr. Gorpon. It is not a departure from the practice in the Com- 
modity Credit Corporation in past years. 

Mr. Cootey. Then can you give us more examples—— 

Mr. Gorpon. Yes, sir. 

Mr. Cootry. As to when you have sold—— 

Mr. Gorpon. We have them right here. 
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Mr. Coo.ry. In a meeting of this type, without letting the public 
know what the price was? 

Mr. (GORDON. We have them right here, Sir. 

Mr. Coo.uey. ! wish you would rive them to us 

Mr. Horven. I understand, Mr. Chase, that you have some 
other examples? 

Mr. Cuasr. Ido. 

Mr. Hoeven. Would vou like to refer to them? 

Mr. Gorpon. We will be glad to submit them for the record 

Mr CHASE. oe insts ance is the sale of kidney bea is to Gonzales 


and Blanco, 526 South ce ee Los Angeles, Calif. Contract 
A2PM(FS nani ha. dated . pril 4, 1952 Subject to the provisions 
of GR-212 (general export ee ree nt 


Confirmed by negotiation between purchaser and CCC (New York 
PMA commodity office) for 180,000 bags, 2 percent more or less, 


without certificate of grade, ‘as is.”’ at $2.50 per hundredweight net 


f. a. s. New York City, for export only. Final settlement basis 
track scale weight slips and/or check weight certificates less tare at 
three fourths pound per bag, Payment by irrevocable letter of credit 


to be opened immediately in favor of CCC for $459,000. Buver to pay 
for at-y and all coopering, reconditioning and/or replacement of b 
Storage charges after April 21, 1952, for account of buyer. Buyer to 
furnish CCC letter from consular service or Ambassador of country of 
desitnation certifying awareness of type and quality of the beans and 
willingness to accept. 

Contract ert I's)-63916A, dated April 4, 1952. Storage charges 
after June 6, 1952, for the account of buyer. Otherwise this contract 
was substanti: ally the same as Al1PM(Fs)-63916A. 

Notes: Contracts affected disposition of entire CCC stocks of 1948 
and 1949 crop red kidneys. Prior to April 1, 1952, on alah: export 
price list at $5.50 per hundredweight f. a. s. New ee City for U.S. 
No. 1’s. Authority for sale advanced by Director, Grain Branch, by 
teletype on April 7, 1952 

The sale of pea Sane o L. N. White, New York City, and Agricul- 
tural Products Co., Detroit, Mich. In March 1952 Washington 
authorized Chicago PMA office to negotiate sales of 1948 and 1949 
pea beans with L. N. White, New York City (65,000 hundredweight 
and Agricultural Products Co., Detroit, Mich. (209,000 hundred- 
weight). Average price negotiated $2.92 per hundredweight 

Available inventory on March 1, 1952, 284,000 hundredweight of 
1948 and 1949 pea beans of the 1948 and 1949 crops. Priced on 
March export list at $6.50 at east coast ports for export to Western 
Hemisphere countries. $5.50 at east coast ports for export to other 
countries. 

Mr. Horven. Have you concluded? 

Mr. Cuasz. I have finished this particular one 

Mr. Jonzs. This is in 1952. You were not with the PMA at that 
time? 

Mr. Cuase. I was not. 

Mr. Jones. Is there anyone here who was with PMA at that time, 
Mr. Gordon, who is familiar with these particular sales that have 
been inserted in the record at this point? 

Mr. Gorpon. Yes. I think Mr. Dahl is familiar with that. 
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Mr. Jones. Is there anybody here who is qualified to answer 
whether or not the exact procedure was followed in these two sales 
that was followed in the Austrian peas? Was notice given to any- 
body other than the buyers at a closed sale at the time these sales were 
made? Did anybody else know about the price? 

Mr. Dau. No one else knew. In the case of Gonzales I am sure 
no one else knew about the price that was offered in that case. 

Mr. Jonres. Did Mr. Gonzales come in there and say “I will pay 
you $2.50 a hundred for these beans’’? 
~ Mr. Danu. They made that offer to the New York office. 

Mr. Jones. In other words, Mr. Gonzales said “I will give you $2.50 
a hundred for the beans,” and you said “O. K., take the beans’’? 

Mr. Danv. The New York ofiice requested authority from the 
Washington office to make the sale, and it was approved in Wash- 
ington. 

Mr. Jones. You are sure no one else knew about Gonzales trying to 
buy the beans? 

Mr. Daunt. That is right. 

Mr. Jones. That is all. 

Mr. Horven. Mr. Dahl, in that connection were the two sales 
referred to approved by the Commodity Credit Board and the Depart- 
ment of Agriculture? 

Mr. Dauu. No; they were not. In the case of those two sales the 
beans were sampled, they were very much off grade, and the Com- 
modity office and the Grain Branch had the authority to make sales 
as to deteriorated commodities. 

Mr. Cooxery. That is an entirely different situation than you have 
here, is it not? You are saying now that that sale was made on 
account of deterioration, which the Department has the perfect right 
to do. 

Mr. Gorpon. We have the same problem here, the prospect of 
deterioration. 

Mr. Cootrey. No. The contract called for sound, merchantable 
peas. It was written by a lawyer, signed by contracting parties, and 
thereafter modified. 

Mr. Gorpon. All right, sir, but we had a commodity, as I testified 
yesterday, which was in process of deterioration, had gone com- 
pletely 

Mr. Coouey. From the standpoint of germination, yes. But from 
the standpoint of feed value, no. That brings up a question. If you 
are trying to say that this is the policy of the CCC in formar years, 
even if it was the policy in former years is no reason for it to continue 
to be the policy, when you get people behind closed doors and sell 
them a commodity at $30 a ton and you had not quoted to anybody 
else a price less than $40 a ton. 

Mr. Gorpon. But Mr. Cooley, we tried to make plain in our testi- 
mony that there is no set policy within 

Mr. Coo.tey. Then why make this conform to a policy if there is 
no set policy. 

Mr. Gorpon. We are not trying to make it conform to a policy. 
We are trying to point out that this is no departure from policy be- 
cause there is no fixed policy. 

Mr. Cootey. Then let us admit there was no fixed policy. The 
cases that you have cited here as a justification for this sale are entirely 
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different, according to the testimony of the man from your Depart- 
ment who says that those commodities were deteriorating. Another 
thing is that there is no indication that anybody ever talked about 
$3 and $3.50. 

Mr. Gonzales offered $2.50 and you closed the deal with him. 
That brings up the question of who was present. Mr. Chase told 
Mr. Heimburger he did not know who was present when the deal was 
closed.’ Didn’t you? 

Mr. Cuase. No; I did not. 

Mr. Coo.ey. What meeting was it that you did not know who was 
present? 

Mr. Gorpvon. This was a meeting of the seeds trade. 

Mr. Hoeven. Mr. Gordon and Mr. Chase have agreed to supply 
the list of those who were present at that meeting. 

Mr. Cuase. That information is in our statement presented 
yesterday. 

Mr. Cooury. The information is right here in the statement 
isn’t it? 

Mr. Cuase. Yes, sir. 

Mr. Coo.ey. For instance, the three buyers were Archer-Daniels- 
Midland Co, 

Mr. Gorpon. We are going back farther than that. 

Mr. Cootey. I know, but this is the meeting at which the deal 
was closed. Mr. Tripp was authorized to make the contract, is that 
right? 

Mr. Cuase. I am not sure what you are reading from, 

Mr. Coouey (reading): 

During the negotiations, Mr. John E. Tripp, Chief of the Procurement and 
Sales Division of the Grain Branch, PMA, Department of Agriculture, was 
yresent. 
eu Richards, PMA Assistant Administrator for Commodity Opera- 
tions, was also present but was absent from the room during the close of the 
negotiations. On April 18 I left for a 2 weeks’ vacation— 
and so forth. 

It ended up, on paragraph 8, page 8: 

The contract after having been cleared by the Office of the Solicitor of the 
Department of Agriculture for legal sufficiency was signed on April 30, 1953, by 
Mr. John E. Tripp, a contracting officer of the Commodity Credit Corporation. 

Mr. Tripp is the man who was authorized to write the contract; 
was he not? 

Mr. Cuasp. That is his usual job. 

Mr. Cootry. Was he or was he not? 

Mr. Cuasr. Certainly he was. 

Mr. Cootry. He was authorized to write the contract. He wrote 
it and he put down in writing an agreement that you had had with 
the purchaser. That is right; is it not? 

Mr. Cuase. I would think so. 

Mr. Cootry. What? 

Mr. Cuaset. | would think it would be right. 

Mr. Coouey. After Mr. Shelley found out about it then you or 
somebody in your department communicated with the purchasers 
and reached another agreement which is entirely different from the 
sound merchantable clause, and you struck that out. Then you 
struck out the monopoly provision, the very thing- 
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( y. Didn’t vou put in place of ‘‘where is, as is’’? 
CGorponx. No. Mr. Chase testified that his understanding with 
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( So tl sound and merchantable? If they 
and 1 rena a hen the purchasel does not have 
el That righ not? 
Go Chat is rigl 
( | ihat COl 


Cool y Mr. Shelly opyect ad to the ! onopoly provision and 


l ] 4 4 1 4 
That Was Di iT ne Ve] n ly and error of the 


Cnuase. Mr. Chairman, would you like me to make an explan- 


Coo.ey. | am asking for the explanation myself. 
Hoeven. Just a minute. Let us proceed In oraec! 
( O! That is rel 


lo VIEN Mr. Chass Vou MAY proceed, 


Coo.try. I want h xplanation made to me, Mr. Chairman, 


not to divert trom the question, 


Cuaske. I have no desire to avoid the question at all 


aking the deal, the sale ~ Ww ith these men, | did agree with them 


they were entitled to have territory protection and until such 


' l } ° } ] ° 
they got their merchandising plan going and under operation, 
quite safe in doing so, from the business point of view, be- 


lreight rate [rom our next nearest group ol beans, our next 
111 ntory ol beans Was Kismere, Colo. The freight rate on 


ian winter peas is $39.31 a ton from Elsmere to San Francisco. 


w there was no chan e, ho practi al movenient of beans could 


i? +} 


that direction I did not know that it was going in the 


act [ did not instruct that it be in the contract. I did not 
uct that it be not put 1n the contract. I did give those men 


assurances 


Coo.ry. That was part of your oral agreement * wasn’t it? 
Cuase. Part of my oral agreement with the men. 

Cooiry. Mr. Tripp was authorized to reduce the oral agree- 
to writing so it could be signed by the contracting parties? 
Cuase. That is right. 
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Mr. Cootry. Then it was not put in there by error. You under- 
stood it was to go in there? , 

Mr. Cuast. No; I did not. You are putting words in my mouth. 

Mr. Coouey. It was part of the contract? 

Mr. Cuase. I did not tell him to put it in. I did not tell him 
not to put it in. 

Mr. Cooxey. Then it was part of the oral agreement that you 
made, and this is the kind of a legal contract that does not have to 
be in writing. 

Why blame Mr. Tripp for putting it in there if you said it was 
part of the agreement? 

Mr. Cuass. I place no blame on Mr. Tripp or anyone else. 

Mr. Coorirny. Then why did Mr. ‘Tripp take it out? Who told 
him to take it out? 

Mr. Cuasr. He did not take it out. 

Mr. Cootey. Who took it out? 

\Ir. Coase. It is not out. 

Mr. Cootey. Then the monopoly provision is still a part of th 
contract? 

Mr. Cuasz. Mr. Chairman, I would like to have an opportunity 
to 

Mr. Hoeven. Mr. Cooley, let’s permit the witness to tel! his story 

Mr. Cootry. Read my question, please. I want an answei 

Mr. Horven. Permit him to answer. 

Mr. Coouey. I will do that. Go ahead and answer. 

Mr. CH ASE. The contract has hot be 1) changed. When Coner SS- 
man Shelley made his speech and I realized that this matter was going 
to be given a great deal of misinterpretation, I talked with Mr 
William Gee on the telephone and told him the situation 

[ said, ‘‘You three gentlemen know that I gave you that territory 
reservation, territory protection, until you could get your merchan- 
dising plans under way. Iam sorry it is in the contract,” and I asked 
them to agree to make it null and void. 

Mr. Gee conferred with his other gentlemen, and sent me a wire on 
April 28 which I will turn in here and it will be part of the record. It 
is May 28—not April 28—after Congressman Shelley made his speech. 

Mr. Cootey. What happened? You have the telegram. You 
have not read it. 

Mr. Cuast. Would you give me 10 or 15 seconds to find it? 

Mr. Cootry. Certainly. All the time you want. 

Mr. Cuase. I will read the telegram first. It is addressed to EIl- 
wood Chase, United States Department of Agriculture, North Agri- 
culture Building, Washington, D. C. 

Confirming phone conversation ADM _ Bur! am and Gee agree to deletion 
paragraph 11 re future sales contract ALPM (FS)-—28655. 

Signed) Hxrnry D. GEE Co. 


Mr. Cootry. Do you consider that is a modification of the written 
document? 

Mr. Cuase. Yes, sir. 

Mr. Cootny. Then that section was deleted? 

Mr. Cuase. Well, you can call it deleted or simply call it being 
made null and void. 

Mr. Cooury. Call it what? 


} 
noe 
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Mr. Cuase. You can call it made null and void. 

Mr. Coo.try. Either one? 

Mr. Cuasp. It is not important. 

Mr. Cootry. You now admit that the contract was modified on 
account of Mr. Shelley’s speech? 

Mr. Cuasr. I have never said that the contract was not modified. 
I testified that the contract was modified in that manner. 

Mr. Cooney. You say that the contract was modified subsequent 
to the time Shelley made his speech? 

Mr. Cuase. Certainly. That is what I am saying. 

Mr. Cootey. Why did you modify it if you did not think there was 
something evil in it? Why did you not stand on the written docu- 
ment? Business men do not modify contracts just because Congress- 
men scream their heads off on the floor of the House. Or do you? 

Mr. Cuase. I do not know whether they were screaming their heads 
off or not. 

Mr. Cootry. You told— 

Mr. Cuasre. I know this: that I did not ask that it be put in the 
contract; I did not say it should not go in the contract at that time, 
but I still believe it was a good thing to do, to give those men territo- 
rial protection until they could get their sales going. 

I knew that we were safe in doing it because of the high freight rates. 

Mr. Cootey. If it was still a crood thing to do, why did you back 
up and run to the telephone and get that clause out? 

Mr. Cuasr. I really did not back up to the telephone. I walked 
straight to the telephone. 

Mr. Cootry. Why did you walk to the phone or run to the phone, 
call up the man to modify the contract, if it was a good, morally sound 
contract? 

Mr. Cuase. I think the contract was quite morally sound. There 
was no reason why that provision should have been carried on clear 
through to the end of the contract if these gentlemen were willing to 
delete it. 

Mr. Coo.sy. To take it out? 

Mr. Cuase. To take it out. 

Mr. Coo.trey. You were handling a transaction involving what? 
$2% million—were you not? 

Mr. Cuassr. I guess about that. 

Mr. Cootry. You were responsible for the Government’s interest 
in that contract; were you not? 

Mr. Cuase. Not entirely. There were others involved. 

Mr. Coo.try. You were the head man? 

Mr. Cuase. I was the head man and made the deal. 

Mr. Cootry. Did you even read the contract before it was signed 
and executed? 

Mr. Cuase. I was out of town, Mr. Cooley. I was not in town 
until after the contract was signed. 

Mr. Cootry. You left it to Mr. Tripp? Where is Mr. Tripp? 

Mr. Cuase. Mr. Tripp is on vacation. 

Mr. Cootry. He will not be here for this investigation? 

Mr. Cuase. No. 

Mr. Cootey. I want to conclude this by saying that you admit that 
the contract was modified as a result of the disclosures made by Mr. 
Shelley? 
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Mr. Cuase. The contract, if I remember correctly, was for 12 
months. At no time in my conversations with these prospective 
buyers did I mention 12 months. This is clause 11: 

Future CCC sales. CCC shall not sell, during the 12 months following the 
execution of this contract, any Austrian winter peas which remain in CCC owner- 
ship for feed purposes for delivery or use west of the western boundary of the 
State of Colorado extended to the Canadian border and to Mexico. 

Mr. Coo.ey. That is a covenant running with the contract? 

Mr. Cuase. Certainly, as long as it was put in there and signed. 

Mr. Cootery. And it was a covenant that you agreed thereafter 
to modify and take out? 

Mr. Cuase. Yes. 

Mr. Cootey. In other words, you asked for it to be removed. 
Do you say that Mr. Shelle ‘y was wrong when he said this contract 
was consummated in secrecy? 

Mr. Cuase. I have not made any comment at all regarding Mr. 
Shelley. 

Mr. Cooury. I am asking you now. You must admit that it was 
made in secrecy? 

Mr. Cuase. I do not. 

Mr. Cootey. | will ask you if you did not say, right here on page 5 
of your statement: 

A public announcement could have been made reducing the price to $30 a ton. 
It was our considered judgment, however, that resulting sales would not have 
been much more than to meet the immediate requirements of those who had 
experience with Austrian winter peas and had found it practicable to use them. 

Mr. Cuase. That would have been merely another method of sale. 

Mr. Cootry. But it is certainly predicated on the idea that no 
public announcement was made? 

Mr. Cuase. That has been admitted. 

Mr. Cootrey. What? 

Mr. Cuase. That is already in our testimony. 

Mr. Cootey. You admit Shelley was right when he said no public 
announcement was given. 

Mr. Cuase. I do not know what he said. 

Mr. Cootey. Do you tell this committee that you do not know 
what Mr. Shelley said? My Lord, haven’t you read the newspapers? 

Mr. Horven. Mr. Cooley, that is all in the record. 

Mr. Cooter. This witness said he does not know——— 

Mr. Horven. The Chair has indulged the gentleman from North 
Carolina. 

Mr. Cootey. I am indulging in my rights. 

Mr. Hoeven. I am asking counsel to proceed with the questioning. 
The gentleman from North Carolina interfered with the questioning by 
counsel and we are going far afield. 

Mr. Cooxery. I am not going far afield. I am now at the point 
where I want ap answer. 

Does the Chair refuse to let him answer? 

Mr. Horven. We are not going to devote all of this meeting to an 
interrogation between the gentleman from North Carolina and the wit- 
ness. We have other things to do. 

Mr. Cootry. Are you going to stop me from interrogating? 

Mr. Hoeven. You can ask another question and then I will ask 
Mr. Heimburger to proceed with his questions. 
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Mr. Cootry. Do you mean to tell this committee that you have 
not read the Shelley charges? 

Mr. Cuase. I have read all that Mr. Shelley said. 

Mr. Coo. So you do know what he said? 

Mr. Coase. But I do not attempt to remember all the different 
wording of what he said in his article, or the newspaper article he 


q lot 


Ir. Cootny. He said it was done in secrecy, didn’t he? 

Mr. Cuasse. I am not going to answer that question. The article 
3p! for itself 

Mr. ¢ Was it done in secrecy? 

Mr. ¢ No 

Mir. Coous Who knew about it excepl the seller and the buyer? 

Mr. Coase. If you had been here yesterday, I mentioned—— 

Mir. COOLEY I was he re yesterday, and | read your statement and 


[ heard your statement. The buyers and the sellers were all that were 


Mir. Coase. That is right. 

\Ir. Cool That is all, Mr. Chairman, 

\ Horven. Mr. Heimburger, you may proceed 

Mr. HermpurGcer. Mr. Chairman, I have propounded questions 
1 and 2, which had been asked by Mr Shelley. I believe that the 
witness had answered thos questions fully. Shall ] proceed with 
questo! 


Mr. Horven. Proceed with question 3 
Ir. HermpurGer. Why were responsible officials in the PMA 

Grain Branch not informed of or brought into the hegotiations for the 
bulk sale olf peas? 

\Ir. Gordo: May I answer that one? 

\Mir. Hermpurcer. Either of you answer, just so we get the answer 
Oo th question 

\ir. Gorpon. Responsible officials in the PMA Grain Branch were 
informed, were in the negotiations, and the proper people were in the 
necotiations 

Mr. HEIMBURGER Who we re those people, Mr Gordon? 

\ir. Gorpon. Mr. Tripp, for instance, is responsible for this par- 
ticular phase of operations in the Grain Branch. He was in the 
negotiations; he prepared the contract, as was his job. 

\lr. HermpurGcer. At what time was he brought into the nego- 


) 


tiations 

Mir. Gorvon. He was broug 
held 

Mr. Hemmpurcer. You refer now to the meeting on April 17? 

Ir. Gorpon. That would be the meeting? 

Mr. Cuasr. He was there at that meeting but he was also in work- 
ing with me on it prior to the meeting. 

In other words, days prior at the time the matter was discussed. 

\ir. Gorpon. If the reference is to the head of the Grain Branch, 
I testified yesterday that the Director of the Grain Branch had re- 
signed, was in process of setting his affairs in order so he could leave. 

I saw no point to drawing him into the actual negotiations. He 
was aware of the negotiations, he was fully aware of what was going 
on. As far as your area office is concerned, since a deal of this kind 


ht into the negotiations when they were 
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has to be consummated in a national office there was no point to bring- 
ing them into the picture. 

So my answer to that question is that the responsible officials in the 
PMA Grain Branch were not only informed but they were brought 
into the negotiations. , 

Mr. Jones. May I amplify the question? 

Mr. Horven. Certainly. 

Mr. Jones. Do I understand that even the manager or the person 
in charge of the warehouses where the peas were stored, that they were 
not even advised that negotiations were underway here in Washington 
for the sale of the peas? Is that right? 

Mr. Gorpon. Well, why was it necessary to do that until we 
knew 

Mr. Jones. I am just asking you 


Mr. Gorvon. That is true. But after all, I am responsible, an 
[ not? 

Mr. Jones. It seems that Mr. Chase was the person responsible 
He is the man who apparently made the sale 

Mr. Gorpon. At my direction 

Mr. Jonges. |] just wanted to ask that one question You said they 
did not know. That answers my question 


Mr. Gorvon. That is right 

Mr. Horven. Proceed, Mr. Heimburger 

Mr. Hermpurcer. No. 4: Whs Was a 40 pereent price cut from 
$50 to $30 a ton thought necessary to move the peas 

Mr. Casi [ will answer that question \ustrian wintel eas 
have not been used in the past vears in anv general way as d 
They have been used for man. Vears in the area where they were 
directly produced for feed purposes, but not generally So we had 
the problem of getting a new ingredient accepted and accepted in a 
rather large way, not accepted in a small way as the past sales records 
indicate. The warehouses in the vicinity of Portland, Oreg.—we must 
understand that these peas were stored in many dilierent warehouses 
over the far Northwest area—from the warehouses in the vicinity of 
Portland, Oreg., from the Ist of January to the Ist of May there were 
total sales of 1,103 tons of Austrian peas for feed. 

Mr. Hermpurcer. At what price were those peas sold? 

Mr. Cuase. Fifteen tons were sold at $70, 464 tons sold at $60, and 
624 tons sold at $50. 

Mr. HermpurGcer. $50 is the lowest price at which vou offered those 
peas? When was that offer made? 

Mr. Cuass. It was in effect during the month of March 

Mr. Hemeurcer. Was that a stated price that was listed in your 
monthly price listing? 

Mr. Cnase. Yes. Inthe month of March it was in the price listing. 

Mr. Hemmpurcer. As a result of the announcement of the sale for 
$50, how many tons were sold? 

Mr. Cuasp. 624 tons. I beg your pardon, Mr. Heimburger, the 
624 tons were sold—there were 25 contracts at that time. I cannot 
tie it down to dates because this is not by dates. This information is 
by contracts at the several prices. But the period covered is January 1 
to May 1. We have the contract at $70, the 19 contracts at $60, and 
25 contracts at $50. 
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Mr. HermpurGer. Have you completed your statement as to why 
it was thought necessary to reduce this price 40 percent? 

Mr. Cuase. No. I would like to emphasize this point, and that is 
that the problem was one of introducing a new ingredient in the areas 
where the bulk of it had to be sold. We had to have distribution in 
order todo that. It is not my opinion that any branch of the Govern- 
ment is a good merchandiser of commodities, nor do I think it ever 
can be expected to be. I think private trade is much more well 
equipped to do a merchandising job and a distributing job, and to 
move that quantity of peas it had to have a rather wide distribution. 
It had to go outside of its normal production area and be marketed as 
a feeding ingredient. To that end it was my considered judgment 
that the price of these peas had to be about at a level with beiien at 
the country station. 

I do not mean barley delivered in Seattle or Portland, or San 
Francisco. I mean barley at the country point. It had to be below 
cottonseed and it was kept below cottonseed even though the Com- 
modity Credit Corporation had recently reduced its price on that 
commodity. We felt that if a commodity that does have good feed 
value and that falls somewhere in what we folks in the feed business 
call a medium protein feed having approximately 20 percent protein, 
one-half percent fat, that it had a market and that it was our belief 
that a market could be found for it. But an ingredient of that kind 
could not be introduced to new feeds when it is well known that too 
large a percentage of peas in a dairy ration or any other livestock 
ration is not too good for the animals. 

Mr. Hermsurcer. I have another question. If you had deter- 
mined that you would have to take about $30 a ton for these peas 
in order to move them, why was not that specific offer or something 
near it made i in your regular monthly listing of peas? 

Mr. Cuase. I think I would have to answer you this way: I only 
know the facts of this thing since February, about the middle of 
February when I came down here temporarily. I know of no reason 
why these beans could not have been put into the feed market prior 
to my coming here. If $40 could have been a price which would 
have moved the peas, the Commodity Credit Corporation would 
certainly have held out for $40. 

Mr. Hermspurcer. You did not try to sell any of them at $40, 
did you? 

Mr. Cuasr. No. The only thing we had in back of us in history 
was the listing of this commodity at various prices down until the 
price was withdrawn. As far as the germination of the peas goes, they 
were deteriorating. As far as feed goes, I do not think 

Mr. Hoeven. Can you speak louder? 

Mr. Cuase. As far as their feeding quality goes, I do not think they 
had deteriorated as feed, as far as I know. My point is this: You 
cannot take a new ingredient of that kind and take it as it was taken, 
I believe, down to California, and get the price that you would like 
to get, or I do not think that you could get a price equal to its nutri- 
tional value. When you first bring it in, you are introducing some- 
thing new. I think it has to take some pretty hard merchandising 
work to do that. 

I cannot give you an exact answer as to whether you could have 
published $40 in your price list and increased your sales. The history 
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is this: That the sales of the material were not big, and they did not 
get any bigger as long as the price was lowered and lowered in the 
monthly price list. 

Mr. Hermpurcer. If $30 is the fair price for these, or is a price at 
which you had to come down to move them, will you take $30 for the 
rest of them? 

Mr. Cuase. I have a little hope on that, if I might express it, and 
that is—I may be wrong; maybe $30 is all we can get for them, but I 
hope that the experience which has been gained in feed with some of 
the other peas can be used and will be use 1d in the he ope of selling what 
is left at something better than $30. But I cannot guarantee that, of 
course. But I do have that hope. 

Mr. HermBurcer. I want to get this point cleared up on the 
matter of bringing this price down. Although there had not been 
any appreciable pickup in sales, as you reduced the price from $70 
to $60 and then to $50, the fact is that you did not make any adver- 
tized open effort to move the peas at $40? 

Mr. Cuasg. That is correct. 

Mr. Gorpon. Of course, Mr. Heimburger, I think you would have 
to realize that as an ingredient in feed no commodity can be expected 
to go into feed at a higher than a competitive price. It is our feeling 
that the Austrian winter peas were priced at a competitive price in 
this instance, and therefore became acceptable. 

Mr. Hermpurcer. You mean they were priced at a competitive 
price at $30? 

Mr. Gorpon. Yes. 

Mr. Hermpurcer. But not at $40? 

Mr. Gorpon. Apparently not, because we were unable to negotiate 
at a higher price than $30. I do not think for 1 minute that we set 
$30 as the price. We tried to get more but we were unsuccessful. 

Mr. Hermpurcer. Mr. Chairman, the next question is No. 5. 
It seems that we have gotten into it somewhat in our discussion. I 
will read it. Why was the price not cut and listed in the normal man- 
ner? It seems logical to assume that the feed trade would have 
snapped up the peas at the new price, at least within the 6 months 
granted the combine within which to take delivery. Will you please 
answer that question directly for the record, even though we have some 
comments on it? 

Mr. Cuase. I think I can answer that question. It was the con- 
sidered judgment of the group that were working and deciding the 
policy on these peas that a reduction even to $30, and a published 
offer, would not have brought us the increase in volume which was 
needed to liquidate the peas. 

Mr. Hempurcer. No. 6: What is the justification for giving the 
peas to the buyers on consignment for 6 months, contrary to estab- 
lished policy? 

Mr. Cuase. With your permission, I will refer that question to 
Dr. 

Mr. Dau. That is not against any established policy to sight-draft 
the commodity, to present a 

Mr. Hoeven. Mr. Dahl, will you come up to the witness table? 
For the information of the subcommittee, Mr. Dahl is Mr. Tripp’s 
assistant, are you not? 

Mr. Danv. Yes, sir. 
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[r. Horven. You assisted Mr. Tripp in contracting for the sale of 
commodities, and personally participated in the negotiations and draft- 
and execution of the particular contract? 
Mr. Dani. That is right 
Mr. Horven. So, you are present here today to answer any ques- 
ons which m have been asked of Mr. Tripp? 
Mr. Dan. Yes, sit 
Mr. Surron. Mr. Chairman, might we also insist that Mr. Tripp 
come up and tell us how he participated in it, too, since he drew the 
contract, even after he comes back from his vacation? 


ine 


\ir. Horven. Of course, that is somethine we can determine at a 
la time No doubt, if he is available, we will have him here 

\ir. Surron. Unless he has an extended vacation. 

Mr. Horven. That is immaterial. Go ahead, Mr. Dahl. 

Mr. Dant. When contracts are made it is the usual method of 
procedure in making payment to sight-draft the buyer’s bank with 


warehouse receipts attached, or establishing a letter of credit, or by 

heck in advance. <A sight draft with warehouse receipts at- 
tached is about the same as cash, because before the buyer gets con- 
trel of the commodity the sight draft lias been paid. We have had 
several other contracts in which we have made deliveries over a 
scheduted period In the ease of blue-lupine meal in the South, 
we entered into contracts with those buyers to make deliveries ovet 


a period of 9 months, in which they made payments at the time 
deliveries were taken. So that it is not against the established policy. 
individual case takes different procedures 

‘ir. HermpurGer. Then, is your answer to this question that it is 
consistent with established policy to sell a commodity in this manner? 

Mr. Cuase. I think so. Yes, sir. 

Mr. Cooury. Let us get the answer in the record 

Mr. Hermpurcer. Will you make your answer louder so we can 
hear you? 

Mr. Cuase. I would say that is the policy. 

Mr. Gorpon. We would certainly say it is not contrary to existing 
established policy. 

Mr. Hermpurcer. This is question 7: How was it possible for 
the claimed error in drafting to creep into the contract; especially 
when the error was so important as to grant the buvers a monopoly? 

Mr. Cuasr. We covered that pretiv thoroughly a few moments 
ago Shall | go into it again? 

Mr. Hermpurcer. I willask that of the chairman. Has that been 
covered to the satisfaction of the committee and yourself, Mr. 
Chairman. 

Mir. Wampcer. It is clear to me. 

Mr. Jones. I would like to ask just one question. You said that 
you did not instruct Mr. Tripp to put the monopoly feature into the 
contract, and you did not tell him not to put it in. Is that correct? 

Mr. Cuasp. That is correct. 

Mr. Jones. Did you instruct Mr. Tripp to put anything in the 
contract or did he get his instructions as a result of the conversation 
and the conference attended by yourself and Mr. Tripp? 

Mr. Coase. No; 1 told him some things to put in the contract. 

Mr. Jones. You told him some things to put in the contract? 
Mr. Cuase. Yes 
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Mr. Jones. Do you want to elaborate on that? 

Mr. Cuase. Sure. 1 told him what the price was; I told him what 
the terms of payment were, and several other items of that character 
that should go in the contract. I did not attempt to tell him every- 
thing that should go in the contract \s I said yes erday, there are 
several variations between my verbal deal and the finally approved 


and signed contract But I did not consider them of any pract eal 
importance. 

Mr. Jones. I will reserve for Mr. Tripp. I will have to get Mr 
Tripp to get this settled 

Mr. Horven. Mr. Dahl, did you participate in drafting this 


contract? 


Mr. Daut. Yes, sir. 

Mr. Hoi VEN. Are you 1n position to clarify the matter in respect 
to the so-ealled error in drafting? 

Mr. Dani. Mr. Tripp called me in the morning of the 20th and 
told me that this sale had been made and gave me some of the terms 


and conditions, one of which he told me was that we were to 

the buyers the protection from future sales from CCC in the area, 
and the price, and the method of payinen At that tune | went 
back and drafted a first draft of the contract with very little infor- 
mation, putting in most of the items that e usually put into con- 
tracts. I wrote this draft as a form to work from, and with which 


we would meet together in meetings with the Solicitor and M1 


Cripp, and the principals to iron out the differences from what | had 
written and what the actual terms were It was our job to ti LO 
put Into Wriling the agreement VW hich had been reached in this 


Mr. Hrrmpurcer. Did you not have any written memorandum to 
guide you in writing this contract? 

Mr. Dauu. The first draft, no. 

Ir. Hermpuracer. No writing whatever? 

Mr. Dann. No 

Mr. Hermpurcer. Was any memorandum kept o 
meeting, to your knowledge? 

Mr. Dau. I have never seen any 

Mr. Hermpurcer. Let me direct that question to you, Mr. Chase 
Was any memorandum kept 

Mr. Cuase. I think Mr. Tripp took some notes on that. 

Mr. HermperGer. Are they available? 

Mr. Cuase. I do not have them. They were his penciled notes. 

Mr. Gorpon. In other words, the answer is that there was no 
formal memorandum kept of the transaction. 

Mr. Hermpercer. Do you have some notes of Mr. Tripp? 

Mr. Gorpon. I do not. 

Mr. Hoeven. Where is Mr. Tripp? 

Mr. Cuase. I do not know where Mr. Tripp is. 

Mr. Hoeven. Is he in the city? 

Mr. Cuase. I do not know. 

Mr. Horven. Who knows? 

Mr. Cuase. Mr. Dahl might know. 

Mr. Dant. Mr. Tripp? Wyoming. He and his family had 4 
vacation set up for several months in some cabin in the Yellowstone 
Park in Wyoming. I think it is a family reunion. 


that April 17 
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Mr. Hoeven. Is he still with the Department? 

Mr. Dant. Yes. 

Mr. Horven. When do you expect him back in Washington? 

Mr. Daa. July 5. 

Mr. Hoeven. Proceed. 

Mr. Loos. I would like to say that if Mr. Tripp’s presence is desired 
we will bring him back. We took this matter up with the commit- 
tee, I understand, and advised the committee that Mr. Tripp was away 
and offered to bring him back. If he is wanted we will bring him back 
immediately. 

Mr. Horven. I inquired if all pertinent information necessary for 
this investigation could be furnished by other members of the Depart- 
ment. I was assured that Mr. Dahl and others could answer the 
questions. Of course whether or not Mr. Tripp should be present in 
person for the hearings is something that this committee will have to 
decide. I think as far as possible we should proceed and get the in- 
formation as far as we can from the witnesses who are present. If it 
is determined that Mr. Tripp should be here for questioning we 
will ask that he appear. By the same token, we do not want to unduly 
inconvenience him on his vacation if the information can be furnished 
by those present to the satisfaction of the members of the subcom- 
mittee. 

Mr. Gorpon. We will be more than happy to get him if the com- 
mittee feels it necessary. But it seems to us that Mr. Dahl, who par- 
ticipated all the way through, should be able to answer as conclusively 
as Mr. Tripp any questions the committee may have. 

Mr. Cootry. Mr. Chairman? 

Mr. Hoeven. Just a minute. Mr. Dahl will then keep himself 
available to answer any and all questions which might have been pro- 
pounded to Mr. Tripp, and if it is then determined that Mr. Dahl 
cannot answer all of the questions to the satisfaction of the subcom- 
mittee, we will ask Mr. Tripp to return to Washington. 

Mr. Gorpon. We will be happy to do that. 

Mr. Coo.try. May I ask Mr. Dahl one question on that point? 

Mr. Horven. Yes. 

Mr. Coouey. I will first of all preface this by saying that you told 
us Mr. Tripp gave you instructions as to what was to be incorporated 
in the contract, did he? 

Mr. Daut. That is right. 

Mr. Cootry. He told you about this monopoly provision? 

Mr. Dauv. That is right. 

Mr. Cootry. Did he tell you who instructed him to put that 
provision in? 

Mr. Dant. He said it was at a meeting of the principals in Mr. 
Chase’s office. He did not tell me all the people present. He said 
that he got that information from that meeting. 

Mr. Cootry. He got the information from that meeting. When the 
contract was consummated Mr. Chase was on vacation. When the 
contract is being questioned Mr. Tripp is on vacation. Is that right? 

Mr. Dant. That is right. 

Mr. Coorey. That is all. 

Mr Horven. We have present Mr. Chase and we may also have 
presevt Mr. Tripp before we conclude the hearings. I think we will 
clarify all the issues before we get through. 





SALE OF AUSTRIAN WINTER PEAS 83 


Mr. Heimburger? 

Mr. Hermpurcer. Mr. Chairman, I consider question 7 has been 
answered, that this was not an error in the normal sense of a clerical 
error; that is was something that at least was within contemplation 
of some of the parties before the clause was put in the contract. Is 
that correct? 

Mr. Coase. That is correct. 

Mr. Horven. The committee will stand in recess until 1 o’clock. 

(Whereupon, at 11:07 a. m., the committee was recessed, to re- 
convene at 1 p. m.) 


AFTERNOON SESSION 


Mr. Hoeven. Before the recess I think, Mr. Heimburger, we had 
reached question No. 8 in Mr. Shelley’s statement. I hope we can 
proceed now in an orderly fashion and complete the answers to the 
remaining questions in Mr. Shelley’s statement, after which oppor- 
tunity will be afforded members of the subcommittee to ask any 
questions they may have in mind. 

Mr. HeimBurcer. Question No. 8: Who participated in the 
April 2 conference at which moving the seed peas as feed was first 
discussed, according to Mr. Davis? Were any of the ultimate 
buyers or their representatives in on this conference? 

Mr. Cuase. One of the purchasers was present at the April 2 
meeting. 

Mr. Hermmpurcer. Who was that? 

Mr. Cuasg. Mr. Burlingham, Mr. Gordon Burlingham. 

Mr. Hermpurcer. Do you have at this time the names of the other 
people who were present at that meeting, Mr. Chase? 

Mr. Cuase. No; I do not have them. 

Mr. Hermpurcer. I asked you that question earlier today. You 
will get that information and provide it to the committee, will you? 

Mr. Cuase. If Mr. Heckendorn, who is the secretary of the Ameri- 
can Seed Trade Association, is in the audience; he might be able to 
supply a majority of the names, as it was his group who were here. 

Mr. Hermpurcer. This, I take it, was an informal meeting. Did 
you call the meeting? 

Mr. Cuase. I did not. 

Mr. Hermpurcer. Did anybody at the Department of Agriculture 
call this meeting? Was it not an advisory committee meeting? 

Mr. Cuase. I cannot tell you because the meeting was called by a 
group to meet with Mr. Williams; and this group asked me after the 
adjournment of that morning meeting if they could meet me about 2 
or 2:30 in the afternoon at my office, and I said, yes; 1 would be glad to. 
They were there. 

Mr. Hermpurcer. They wanted to meet with you? 

Mr. Cuase. They wanted to meet with me. 

Mr. Hermpurcer. What did they want to discuss with you? 

Mr. Cuassz. They wanted to discuss the question of surplus seed 
stocks which are at the present time on hand and owned by Commodity 
Credit Corporation. 

Mr. HermmBurcer. What was their concern with these surplus seeds? 

Mr. Cuasz. Their concern with them is as to how those seeds are 
going to come on the market, and does Commodity intend to reduce 
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my 30 then or do they int d to sell any of them: and if So 
en? in other words, problems ot that tvpe. 
\ir. Hemmepurcer. Did you discuss with these people at this 
meeting the Austrian peas that are under discussion here? 

\ir. Cuase. At the meeting in my office in the afternoon? 


\ir. Hemmpurcer. What was the nature of that discussion? 
Mir. Cuase. The nature of the discussion was simply this, that we 


mon yu Ives the question of the possibilities of having 
ed inventories in one way oO! another pass back into the hands 
a to be merchandised by the seed trade rather than 


hold that heavy group of seed in the hands of Commodity Credit, 


merely offering them for purchase at some given date. It was a 
( stion Ol trving to get this load of surplus seed from hanging over a 
market. At this meeting | recommended to the group of men present 
and de this suggestion: Why did the trade not buy back the seed 
i] tories in one way or another so that they might have this surplus 
of d where it could be properly merchandised? 

\ir. Hermpurcer. At this time the Austrian winter peas were no 
longer considered seed; were they? 

Mr. ( sp. No; they were offered as seed on the monthly list 
without any laranty as to germination or growth, 

Mr. Hem ER. My memory—and I will have to check that— 

ur most recent listings of these peas on the monthly list had 
b d only, that the buyer had to certify they would be used 
for feed only. Am I mistaken about that? 

Mr. Cu May we consult the April domestic price list? We 
hat \ustrian winter peas, seed, bagged, $4 per 100 pounds; purchaser 
must certify that the Austrian winter peas will not be used for food in 
Ll form, including split, ground, or whole food. Then we have 


Austrian winter peas, bagged, not certified for the period of germina- 
rmation covering places, quantities, locations to be secured in 


Portland, San Francisco, Dallas, Kansas City, Chicago, and 





Minn apolis PMA Commodity offices 

Mr. Hemmpurcer. The copy of that I have here goes ahead and 
adds the sentenee, ‘Purchaser must certify that the commodity will 
be used for feed purposes only.” 

Mr. Cuasge. That is correct I should have read that sentence. 


It is here underlined 

\ir. Hemmeurcer. I think it is not essential that that was in there 
or not, but the point I want to find out clearly is, Did you discuss these 
peas as such with this group who were present in your office on April 2? 


Vir. HermpurGcer. Did you indicate at that time a desire to sell 
these peas? 

Mr. CHasi Yes; I did. 

Mr. Hermpurcer. I mean to dispose of them in a manner other 
than the normal manner in which you had been trying to dispose of 
them; 

Mr. Cuase. I indicated the desire of the Commodity Credit Cor- 
poration to sell those peas, and discussed peas as such. Then we 
finally recommended to them that they turn over in their minds the 
possibility of purchases of other types of seed. 


] 
t 
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Mr. HemmpurGer. Was any price mentioned for these peas on that 
day? 

Mr. Cuase. Oh, no; there was no price mentioned of any kind o1 
character. 

Mr. Hermpurcer. Shall | proceed to the next question, Mr. Chair- 
man? 

Mr. Hoeven. Yes. 

Mr. HeImBuRGER. Question No. 9: With whom were the negotia 
tions first started on April 17? Had there been any discussions with 
Department of Agriculture officials prior to this time on the part of 
any of the purchasers or their representatives? 

Mr. Cuase. Negotiations were first started on Apri) 17 with thi 
three prospective buyers; myself, Mr. Tripp, and Mr. Preston Rich 
ards were all in the room at that time. As to any discussions with 
Department of Agriculture officials prior to the time on the part of th 
purchasers or the representatives, at that time I had had one conversa 
tion with Mr. Carl Farrington in which we did not negotiate or discuss 
price. He merely asked me if it was true that the Di partment oO 
Agriculture was interested in selling these peas. 

Mr. HermpurGer. This was prior to the meeting 

Mr. Cuase. This was prior to April 17. 

Mr. HermpurGer. Do you remember what date that was? 

Mr. Cuase. I do not remember the dat 

Mr. Heimpurcer. Was it a week before? 

Mr. Cuase. I would say about 3 or 4 days before; maybe a week 

Mr. Heimpurcer. Was that a personal conversation or a telepho 
conversation? 

Mr. Coase. That was a telephone conversation 

Mr. Hermpurcer. Did Mr. Farrington call you or did you call him? 

Mr. Cuase. Mr. Farrington called me. 

Mr. Hermpurcer. Do you know where he called from? 

Mr. Cuase. I do not remember that. 

Mr. HermpurGcer. Was it a long-distance call? 

Mr. Cuase. It was a long-distance telephone call. 

Mr. Hermpurcer. Had you had any contact with any of the other 
people who ultimately purchased the peas prior to April 17? 

Mr. Cuase. I forget the date. It isin my statement here. It you 
will wait a minute, I will check it up. I think they called me first on 
April 14. If you will give me just a second here, I will check that 
Yes; on April 14, Mr. Burlingham called me on the telephone and sug- 
gested that he and Mr. Gee and the Archer-Danniels-Millard Co. had 
gotten together on an idea and would like to talk to me. 

Mr. HetmpurGcer. Was a price discussed in that telephone con- 
versation? 

Mr. Cuase. Yes; they mentioned $30 a ton, and I told them that 
was too low. Then it was agreed that they would come on and we 
would discuss the matter and see if a common basis could be found 

Mr. Hemmpurcer. Why did Mr. Burlingham call you? Do you 
know? 

Mr. Cuase. Mr. Burlingham was present at our April 2 meeting 
in the afternoon with this group of seed men, at which I had sug- 
gested to the trade that these surplus inventories would be better 
off in the hands of the trade than they would be held in large blocks 
in the hands of the Government. Mr. Burlingham, who | believe 
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is also to speak for himself here during the hearing, called me on the 
telephone then, saying that he was interested with these other two 
men in taking up my suggestion of selling some of this surplus stock, 
namely, the Austrian winter peas. 

Mr. Hermpurcer. Mr. Chase, who else was present besides your- 
self and Mr. Burlingham in this meeting of April 17? 

Mr. Cuasre. Who else was present? 

Mr. Hermmsurcer. Who else was present at that meeting at which 
the negotiations were actually entered into? 

Mr. Cuase. This was on April 17? 

Mr. Hemmpurcer. That is correct. 

Mr. Cuasg. There were only the 3 representatives—wait a min- 
ute, representatives of 2 of the buyers, but there were 3 men. In 
other words, it was Mr. Burlingham of the Burlingham Co.; Mr. 
William Gee of the H. D. Gee Co.; and Mr. Gee’s right-hand man, 
a Mr. Hill, which is reported in here. There was no representative 
of Archer-Danniels-Millard present at that meeting. The Govern- 
ment people present, as | have mentioned, were Mr. Jack Tripp, 
Mr. Preston Richards, and me. 

Mr. Hermpurcer. The gentleman who actually drew the contract, 
then, was not present at this meeting. Is that correct? 

Mr. Cuase. I think Mr. Tripp was certainly the directing hand 
in what was to go into the contract. Mr. Dahl was the man, I guess, 
who actually wrote it. I was away at that time. 

Mr. Hermpurcer. That was my question. For the moment I just 
did not remember Mr. Dahl’s name, and I apologize to him for that. 

Mir. Coase. No; Mr. Dahl was not present at the meeting. 

Mr. Hemmpurcer. Mr. Chairman, there are a good many more 
questions that could be asked about the details of this meeting; but 
knowing that the committee members might have some questions, 
shall I proceed with the next question? 

Mr. Garuines. Mr. Chairman, may I ask a question there? I 
believe vou said that Mr. Farrington called on the phone? 

Mr. Cuass. Yes. 

Mr. Garuineas. Is that Mr. Carl Farrington? 

Mr. Cuasz. I mentioned Mr. Carl Farrington; yes. 

Mr. Garurneas. Is that the Carl Farrington who is a member of 
this 14-man Agriculture Board? 

Mr. Cuase. Yes; that is right. 

Mr. Garuinecs. That is all. 

Mr. Horven. Is Mr. Farrington the individual who made the first 
offer to purchase at $30? 

Mr. Cuase. No. 

Mr. Horven. Who was it? 

Mr. Coase. Mr. Burlingham. Mr. Farrington has never made 
any offer to me. 

Mr. Honven. Mr. Belcher, any questions? 

Mr. Betcner. No. 

Mr. Horven. Mr. Williams? 

Mr. Wixturams. Mr. Chase, you have qualified yourself here in your 
opening statement to be a grain expert because of your 29 years of 
experience in purchasing grain, mixing grain, and merchandising 
grain and dairy feeds to the livestock trade. In your judgment in 
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relation to these Canadian peas, you felt if they were sold for livestock 
food it would have to be a relatively new experiment, did you not? 

Mr. Cuassz. I did. 

Mr. WiuuiaMs. In your own experience you never used dried peas 
in competition with other grain for livestock feed? 

Mr. Cuast. No, sir. I would like to have you understand my 
answer, that I am an easterner, up in New York State; so Austrian 
field peas have not been grown ever in that area that I know of. 

Mr. Wiuutams. We do. grow some Canadian peas. We call them 
Canadian peas. 

Mr. Cuasz. Yes, and field peas. 

Mr. WiutaMs. You never used them for livestock feed generally? 

Mr. Cuase. No. 

Mr. Wiutams. It is your feeling that in this new merchandising 
program a good deal of salesmanship would be required to accumulate 
livestock feed by this new product? 

Mr. Cuase. I was deeply impressed with the size of the job of 
doing exactly that. 

Mr. Wiutiams. And it is not an easy proposition by any manner of 
means? 

Mr. Cuase. No, sir; it is not. 

Mr. Wiuurams. You felt that these mixers of livestock grain and 
feeds in the Northwest should have the protection and the privilege 
of putting that operation into effect? 

Mr. Cuase. Yes, sir. 

Mr. Wiuutams. In order to sell this 80,000 tons of Austrian peas 
as a livestock feed? 

Mr. Cuase. That is correct. 

Mr. Wiuuiams. So in your opinion, considering all the conditions, 
you felt that, in competition, $30 a ton was a fair price for this product? 

Mr. Cuase, I did, and I think it was the best deal that could be 
worked out in the interests of farmers. 

Mr. Wiuuiams. It is true that this particular product has to be 
fed with considerable caution because of its effect on livestock if fed 
in excess of certain amounts, is it not? 

Mr. Cuase. I donot know I would quite describe it as caution. 

Mr. WituiaMs. You cannot feed it alone to an animal, can you? 

Mr. Cuasz. No, sir; I do not think so. I think you would get 
into trouble if you did that. 

Mr. WIut1aMs. It has to be used in a balanced ration? 

Mr. Coase. That is right. 

Mr. WiuutaMs. You were anxious to get rid of these Austrian peas, 
were you not? I am familiar with Canadian peas. We have a few 
Canadian peas. I refer to Canadian peas; they are practically 
the same product when you come to feeding them to livestock. There 
was something more than just the Austrian peas themselves. You 
were assuming a storage problem here, too, were you not? 

Mr. Cuase. We were; and if I might just throw this in as part 
of the problem, here is the Commodity Credit Corporation itself 
with 80,000 tons of peas, enough to supply the seed market for 4 
years if no more peas were grown in future years in this country. 
There still was enough to last 4 years. If there had been any attempt 
to move those peas into the seed market, it could only have had one 
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result and that would have been to completely demoralize the Austrian 
seed pea market. And having demoralized that market for the pro- 
ducers of peas in the Northwest, then I think we would have fallen 
far short of Commodity Credit’s obligation in carrying out its respon- 
sibilities of price support if we had broken this market for the pro- 
ducers of seed peas. 

Mr. Wiitiams. What was the cost of storing these peas? 

Mr. Cuase. The actual cost of all the peas which Commodity 
Credit owned was $48,464 per month. 

Mr. Wiiuiams. On the 80,000 tons? 

Mr. Cuasr. On all the peas. On the peas which were in the 
Northwest, namely, Washington, Oregon, and western Idaho, the 
amount of the storage was $34,941.25. 

Mr. Wriuiams. Did the purchasers assume that responsibility? 

Ir. Coase. They assumed that as of May 1; yes, sir. 

Mir. Wintutrams. Mr. Chairman, I wish to commend these gentlemen 
for this particular transaction. I believe they were wise and used 
some commonsense in disposing of this product, and attendant stor- 
age for a considerable length of time, at a point where it was specu- 
lative as to its use for seed; and the saving they have made the tax- 
payers if nothing more than the storage costs. I commend you 
gentlemen for your judgment in this particular transaction. 

Mr. Horven. I think it should be noted that in the report of the 
General Accounting Office on page 1 we find that the average monthly 
storage cost for the 10-month period ending April 30, 1953, for 80,000 
tons of peas was $56,386. 

\[r. Coase. I have noted that discrepancy, Mr. Chairman, between 
the GAO report and our figures. I wonder if Dr. Dahl, who was 
here this morning, may not answer that question? 

Mr. Horven. | think it should be clarified somewhere along the 
line 

Mr. Dani. The General Accounting Office figure is an average 
figure for the past 10 months before—I am not just sure what the 
date was. The figure we gave in Mr. Chase’s report is the current 
or the next month’s storage. I think the quantity of peas involved 
in the two figures is different. 

Mr. Wiiu1aMs. That is all, Mr. Chairman. 

Mr. Atsert. For the record, what was the total selling price of 
these 80,000 tons? 

Mr. Cuase. I do not know that I have that. There were 72,000 
tons at $30 a ton. 

Mr. Avsert. Is it not true that this is a protein type feed when 
used as a stock feed? 

Mr. Cuase. A protein type? 

Mr. Avsert. Yes. 

Mr. Curassz. It falls about in the middle of the ingredient feed scale. 
That is the way one would look at feeds. You would take mill feeds 
such as bran and middlings and your ground grains, ground corn, oats, 
barley: and they more or less fit into the low-protein bracket. Then 
you have another group of feeds which I would illustrate by dried 
brewers’ grains. Corn glutenate, which is the product of producing 
starch from corn, and dried peas, whole ground soy beans, do not run 
too far out of that class as far as their protein content goes. 
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They constitute a group of feeds that furnish quite a few carbo- 
hydrates. They are needed in any ration, but they are not the high- 
protein feeds, nor the low. They are in between. If you move over 
to the high-protein group, then you will get into such items as corn- 
seed meal, soy-bean meal, coconut-oil meal; distillers’ grains would 
almost be a high protein, not quite. 

Mr. iainee This is hicher than corn-seed meal and lower than 
cottonseed meal? 

Mr. Cuase. If accepted as a feeding ingredient, it would fit right 
into that middle bracket. 

Mr. ALtBErT. What would 80,000 tons of corn cost on the market? 
What could the Government sell 80,000 tons of corn for? 

Mr. Cuase. At the present time, of course, corn is not entirely 


used in the far Northwest unless it is in pretty good relationship 

Mr. Apert. What is the comparison between costs? 

Mr CHASE. | will clive you a little comparison on a Portlar 
Seattle basis here, if you will just clive me ¢ nome! Corn, prio1 
to the market bre aks of the last few davs whi we hay h 
week, on the basis of Seattle, would be abo ebov ) 

Mr. Atpert. $69.50 a ton? 

Mr. Cuase. Yes, delivered at Seattl 
by the buyers—if I am wrong, they will cor 

$45. 

Mr. AtsBerr. Delivered? 

Mr. Cuase. Delivered 

Mr. Aubert. They could not be sold at $45 | np h 


Ol SA() 
Mr. Cuasg. They could not, no 
Mr. Aurert. What is wheat selling for in tl aa ton? 


Mr. Cuase. Frosted Canadian or American whe 


Mr. Auserr. American wheat; and Canadian, té 

Mr. Crasr. About $72 for wheat, and about the same for the 
Canadian frosted {n both cases I am talking of heat of a nol 
milling gerade That is not of a grade to make flo 

Mr. Abert. What about cottonseed meal? 

Mr. CHAsI I cannot vive you the delivered ( on cottonseed 

eal up there lt is being priced at the crushe1 They are buying 
the meal from Commodity Credit, from the rather large stock which 
Commodity Credit had of some 787,000 tons. hey are paying $59 


for that in buying it back 

Mr. Atperr. In considering this business di | do not want to 
Lake exception to what my riend Mr. Williams has said. lL do want 
to have it clear, though, that the Government has made it possible 
to deliver this feed at a price far less than that of other gvoing feeds 
inthe area. Is that not true? 

Mr. Cuase. That is exactly true; and that was our policy in making 
the sale, which you would almost have to connect with that. That 
is, this item of peas which fits into what I call the middle-protein 
group was fed to some extent in its area of production. But it was not 
fed to a large extent. And when you got down into the California 
feeding areas, it was not an accepted ingredient at all. So we had the 
problem of trying to get those peas where they could be delivered 
and move in as an entirely new thing and persuade farmers to feed 
them. 
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Mr. Horven. Mr. Wampler. 

Mr. Wamp.er. Mr. Gordeon, how many different transactions of 
this type—and that is involving all the commodities that you will 
sell—do you anticipate your department will handle in a 12-month 
period this calendar year? Do you have any way of estimating that 
on the basis of past experience? 

Mr. Gorpvon. | would not have the slightest idea. Mr. Dahl, 
would you have any idea or hazard a guess on that? 

Mr. Dant. I really could not. 

Mr. Gorpon. You have so many commodities, Mr. Wampler. 
They all vary so much in the manner of handling that it would be 
impossible to guess. If you would like that information, we would 
be glad to assemble it and furnish it. 

Mr. Wampuer. I do not think that is necessary. The reason I 
wanted to know that was just to make this point. I think certainly 
the Commodity Credit Corporation is going to have to have a certain 
amount of discretion to handle these various things. 

Mr. Gorpon. Exactly. 

Mr. Wamp.er. In other words, I do not think you are going to find 
any two entirely alike. You are going to have to consider various 
elements in each of the sales. I would like to direct this question to 
Mr. Chase. I believe it was partially answered in the question that 
Mr. Williams asked you. In prior negotiations of this sale, did you 
have any idea of any other buyer or combination of buyers that 
could take the Austrian peas and use them for the specific purpose 
that they are being used for now? Did you have any idea that anyone 
had the facilities or the marketing ability to take these peas? 

Mr. Cuasn. No; I did not. 

Mr. Wamp ter. In other words, it is a kind of new field. 

Mr. Coase. That was a venture into a very new field with a rather 
fair quantity of stuff. 

Mr. Wampuer. Mr. Dahl, are you an attorney at law or a member 
of the bar? 

Mr. Danu. No, sir. 

Mr. Wampter. It was your duty in this transaction to make the 
first rough draft of this contract. Is that right? 

Mr. Dan. Yes, sir. 

Mr. Wampter. Is that your customary duty in part to do that? 

Mr. Dant. I do quite a good deal of drafting of contracts. I have 
been purchasing seeds and feeds for the Department for 10 years and 
have worked on contracts, particularly the technical aspects of con- 
tracts rather than the legal aspects. 

Mr. Wamp er. Your work, I assume, is subject to review or ap- 
proval by some representative of the Solicitor’s Office of the Depart- 
ment of Agriculture? 

Mr. Danu. Yes, sir. The Solicitor always reviews all the contracts 
which we make. 

Mr. Hoeven. Mr. Sutton. 

Mr. Surron. Mr. Chase, I notice in your statement here: 


I have been serving as consultant to the present executive vice president of the 
Commodity Credit ‘Co 
12, 1953. 

_Mr. Case. Mr. Sutton, would you speak just a bit louder? I 
did not quite get all of that. 


rporation on a temporary part-time basis since February 
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Mr. Surron. I notice in your statement here you say: 

My name is Elwood L. Chase. I have been serving as a consultant to the 
present executive vice president of the Commodity Credit Corporation on a 
temporary part-time basis since February 12, 1953. 

How do you divide your time between GLF, your business connec- 
tion, and the Government? 

Mr. Coase. From the time I came down here up to the present 
time I have been spending 4 days a week here and Saturdays and 
Sundays at home in Buffalo. 

Mr. Surron. You are still in the feed business; are you not? 

Mr. Coase. No; I have been loaned to the Government for a 
temporary period of time. 

Mr. Surron. Loaned to the Government by the GLF? 

Mr. Cnase. Yes. 

Mr. Surton. Does GLF do business with ADM? 

Mr. Cuase. Oh, yes. 

Mr. Surron. Have you ever bought anything from ADM in your 
official capacity with GLF? 

Mr. Cnase. I have not, because I have not been in the purchasing 
department for the last several years. 

Mr. Sutton (reading): 

My work with GLF has involved the purchase and handling of grain and the 
manufacture and distribution of feeds. 

While you were working with GLF, was it not your purpose always 
to buy feed as cheap as possible? 

Mr. Cuase. With the reservation of quality, the answer is ‘‘Yes.”’ 

Mr. Surron. Your primary business life today is still in the feed 
business, though; is it not? 

Mr. Cuase. Yes. 

Mr. Surron. Let me review just a little from a chronological 
standpoint what your written statement has to say and see if 1 am 
correct in this. From March 1952 to January 1953, about a 10- 
month period, more than 2,500 tons of peas were sold at $70 a ton. 
Is that not right? 

Mr. Cuase. What page are you reading from, may I ask? 

Mr. Sutton. This is from your entire testimony. 

Mr. Cuasz. I see. I want to try and answer you as well as I can. 
I do not know that I am hearing 

Mr. Sutton. What I want to do is just confirm what I am saying 
here and see if I am correct in my statement in this chronological 
order that I am going to develop all along the line. What 1 am saying 
is, from March 1952 to January 1953, which is about a 10-month 
period, there were a little more than 2,500 tons of peas sold at $70 
a ton, were there not? 

Mr. Cuase. I am just trying to confirm that in my figures here. 
I am wondering if this is what you meant—— 

Mr. Sutton. I understand that counsel has another question. I 
will just defer my question until after counsel gets through here. 

Mr. HermpurGer. There is 1 more of these 10 questions, Mr. 
Chairman. 

Mr. Horven. We have one more question to propound. Mr. 
Heimburger, will you proceed? 
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Hemmpurcer. The final question of those propounded by 
Mr. Shelley was: Is this sale an indication that the Department in- 
tends to start unloading other surplus stock at prices beneficial to 





processors and grain dealers, intending to break the market price 
» farmers? 

Bhi ‘Gor bon I would like to answer that one, if I may. This 
irticula | does not indicate anything except we tried to use 
se sound yl judgment in the disposition of a troublesome 
surplu We are going to take each commodity which we have in 
rplus and handle it on its own merits. Under no circumstances 
we undertake an unloading program which will tend to break 
the market price for farmers. That would be contrary to the pur- 
nose of the organization and could not be countenanced We do 
to take each of these commodities and attempt, as we did in 
t] e of Austrian winter peas, to determine what is the best dis- 
}?' on to prevent the mounting storage costs, deterioration, and 

those other things with which we have to contend 
Kacl vidual item will have to be handled on the basis of its 
rits and the basis of the problems which are involved; and the 
I can say is thi that to the extent it is feasible we are 
iO Oo to sit on them and have these continued storage costs, 
vl vou will remember I said vesterday were running $350,000 to 
$400,000 per day for out total inventory. I think that is as clear a 
ent oj policy as | can n ake | will be clad to answer any 

( ns on it 
Ir. Honven. Mr. Gordon, I think you told us on yest rday that 
this particular sale of 80,000 tons of Austrian winter peas did not 
ay the price-support program. Correct? 


Mi GORDON That is correct 
Mr. Hoeven. Mr. Chase, do you concur in that? 
Mr. Cuase. I do not believe that it impaired any price-support 
ro [ bth. 
Mr ee \ In selling the peas, you were doing so by authority 
fou nd j section 407 of the Agricultural Act of 1949? 


Mr. Horven Mr, ( Ch: ase, we will excuse you temporarily. Please 
ake yourself available for further q uc stioning. 
The next witness will be Mr. William H. Gee of the Henry D. Gee 
Co. of Seattle, Wash. Mr. Gee, would you prefer to have Mr. 
Burlingham and Mr. Farrington sit wit a you so they may answer some 


que stions which may be asked, al nd i 1 whic *h you are all interested? 
Mr. Ger. I would. 
Mr. Horven. Will Mr. Burlingham and Mr. Farrington please 


come forward. 
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STATEMENT OF WILLIAM H. GEE, HENRY D. GEE CO., SEATTLE, 
WASH.; ACCOMPANIED BY GORDON BURLINGHAM, E. F. 
BURLINGHAM & SONS, FOREST GROVE, OREG.; AND CARL C. 
FARRINGTON, ARCHER-DANIELS-MIDLAND CO., MINNEAPOLIS, 
MINN. 


Mr. Ger. I think we would prefer to have Mr. Farrington act as a 
spokesman. 

Mr. Hoeven. Mr. Farrington. 

Mr. Farrinecron. We do not have prepared statements. We came 
here at your invitation to answer any questions that might clarify the 
record. 

Mr. Hoeven. I appreciate ve ry much you gentlemen coming so 
far to be present at the hearing today. Do any of you prefer to make 
a statement orally before you submit yourself to questioning? I 
understand you do not have prepared statements. 

Mr. Farrineron. We would just as soon have questions. 

Mr. Horven. All right, Mr. Heimburger, will you proceed then 
with the questioning. 

Mr. Hermpurcer. Gentlemen, I will have to direct questions to 
you generally, since I do not know which of the three of you might 
be better qualified to answer any particular questions. I think the 
first matter the committee would like to be informed on is the nature 
of this business arrangement which you three have consummated in 
order to handle these peas. Is it a partnership, a joint venture, or 
what type of business arrangement is it? 

Mr. Farrineron. This is strictly a joint venture, share and share 
alike on this particular project. 

Mr. Hermpercer. In other words, you have agreed together to 
purchase the peas and to jointly resell them and to share equally in 
any profits that may accrue from that transaction? 

Mr. Farrineron. Or losses; yes, 

Mr. Hermpercer. When did you first get the idea of purchasing 
these peas’ 

Mr. Farrinatron. I think Mr. Burlingham could answer that. 

Mr. Bururneuam. April 2 

Mr. Hermpercer. What suggested that to you? 

Mr. Buruincuam. Being in this meeting with the seed trade. I 
happen to be a member of the field seed group of the American Seed 
Trade Association, and I was present on Apirl leand 2 at the meeting 
which the American Seed Trade called in Washington, primarily to 
discuss an amendment to the Federal seed law. We met with Mr. 
Murphy on April 1. On the 2d we met with the ACP Branch, trying 
to find out what can be done on applying seeds under the ACP pro- 
gram. In the afternoon we met with Mr. Chase in his office. 

Mr. Hemmpurcer. And you discussed at that time the Austrian 
winter peas? 

Mr. BuruincHam. It was discussed at that time, very definitely. 

Mr. Hermsurcer. Who brought the subject up? 

Mr. Bururnecuam. I cannot tell you exactly, but it was mutually 
discussed along with the other surplus seeds. 


sir. 
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Mr. Hermpurcer. Had you been aware of the existence of these 
Austrian peas in storage out in Washington and Oregon prior to this 
time? 

Mr. BurutincHaMm. We have been in the Austrian pea business since 
the late twenties. I think we have handled as many Austrian peas 
as any dealer in the United States from the consuming angle; and we 
certainly have been aware of the surplus of Austrian peas, just like 
there are still some 20,000 tons left in these plants. 

Mr. Hermpurcer. What is your company, Mr. Burlingham? 

Mr. BuruincHamM. E. F. Burlingham & Sons, of Forest Grove 
Oreg. 

Mr. Hermmpurcer. Where is that in Oregon? 

Mr. BuriineuaM. It is about 20 miles west of Portland, Oreg., in 
the northern end of the Willamette Valley. 

Mr. Hermpurcer. What is your firm, Mr. Gee? 

Mr. Ger. I am the sole owner of Henry D. Gee Co., Seattle, 
Wash., primarily engaged in the wholesale distribution of grain. 

Mr. HEIMBURGER. And Mr. Farrington, you are with what 
company? 

Mr. Farrincton. I am a vice president and manager of the grain 
company of the Archer-Daniels-Midland Grain Co. of Minneapolis. 
We have an office in Portland that was primarily concerned in this 
transaction. 

Mr. Hermspurcer. Was it your Portland office that was engaged 
in this transaction with Mr. Gee and Mr. Burlingham? 

Mr. Farrineron. All of the merchandising is handled out of the 
Portland office through Mr. Collins, who is the manager of the west 
coast division of our company, and a vice president of Archer-Daniels- 
Midland Co., who signed the contracts. Ali the business transactions 
are being handled out there. 

Mr. HermpurGer. After April 2, the date of this meeting, what 
was your first contact, Mr. Burlingham, with these other gentlemen 
on the matter of working up an agreement to purchase these peas? 

Mr. Buruincuam. Our firm was rather disturbed about the surplus 
amount of seeds. Again, this program was originally tied to the seed 
business. So immediately we tried to determine what the possible 
feed outlets might be for them as feed, what values might be deter- 
mined so that we could have an honest opinion to present to the 
Department. 

After April 2 we started working on that Department, and I con- 
tacted Mr. Gee, because Mr. Gee distributed more Austrian peas last 
fall out of the market than anyone in the West, I believe, into the feed 
market, not the seed market. He came down and we discussed the 
matter. So we went down to California to try and find out the market 
there. 

First of all, if you will pardon me to explain a little bit about this 
transaction, when you say that we purchased Austrian winter peas, 
we purchased those peas at the point of storage. I do not know how 
many of you gentlemen have been out in the West. The majority 
of these peas are up in eastern Oregon, eastern Washington, and west- 
ern Idaho, across the Cascade Range from the feeding markets. The 
feeding markets are on the coast in the Seattle area, in the Portland 
area, and then in the California area. A majority of these peas was 
stored approximately 300 to 500 miles from the closest market, which 











as 
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is Portland. Seattle is about 200 miles north of Portland. San 
Francisco is about 600 miles south of Portland. 

So the biggest feed market on the west coast is the California market. 
For instance, they grow 900,000 to 1 million tons of barley in the San 
Joaquin and Sacramento Valleys. The majority of it is used in the 
feed business. Picking up the chronological effect again, we went 
down to San Francisco and approached— 

Mr. Hermmpurcer. By “‘we,’’ whom do you mean? 

Mr. BururyaHaM. Mr. Gee and Mr. Meeker, who is with our 
firm, the Burlingham-Meeker Co., of Albany, Oreg., and myself 
went down to San Francisco to try and determine what the value 
of peas in the San Francisco or the California market might be. We 
approached another firm which we had been talking with about 
this, the California milling firm, which is a large firm, and asked 
them what they thought of the possibilities of distribution. They 
effect a lot of distribution throughout the State of California. 

They turned us down cold and said there was not any possibility 
of moving them and we discussed with them what value they could 
be bought at and put into the California feeding market. They 
were not interested. 

Mr. Hermpurcer. Did vou discuss the price level at which they 
might be moved? 

Mr. BurtincHam. We did discuss the price level of $30 f. 0. b. 
originating station, which is the element of the contract. They 
thought that they could not be moved. The reason behind that was 
the new crop barley at that time was being contracted at from $50 
to $52 a ton to the grower. There are freight rates, which we have 
a copy of, as of May 1 in those areas between San Francisco and 
Los Angeles all the way between $18 and $24 a ton. That may have 
some variation, but we have the record here as to what it is. Those 
were things we thought about in predicating our prices. 

In other words, we felt that $30 a ton f. 0. b. up-country point 
would cost us better than $50 delivered in California, which would 
be higher than the feed barley market in that area. After returning 
and having the turndown from the California Milling Co., we came 
on back and we contacted the Portland office of Archer-Daniels- 
Midland Co., Mr. Henry Collins. 

Mr. Hermpurcer. Why did you feel you needed this third company 
in it? Could not you and Mr. Gee handle this transaction? 

Mr. BuruinaHam. We do not know the distribution of California, 
and Archer-Daniels-Midland Co. do know the distribution and the 
feed market in California. They have the contacts. 

Mr. Hermpercer. You came back from California, now, and 
contacted Archer-Daniels-Midland? 

Mr. Burutineuam. We contacted Mr. Henry Collins of the Archer- 
Daniels-Midland Co., Portland office. 

Mr. Hetmpercer. When was that? 

Mr. Buruinauam. We contacted him on Wednesday afternoon. 

Mr. Hermpercer. Do you remember the date? 

Mr. Burutneuam. The 17th was Friday, so that would be the 15th. 

Mr. Hemmperesr. On the 15th you contacted Mr. Collins? 

Mr. Buriineuam. Yes. 

Mr. HermsperGcer. Proceed with your story. 
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Mr. BurutmnecHam. That morning we had talked with Mr. Chase, 
as 1s borne oul 1n Dis testimony ; and he said, ‘‘ Yes, you may come on 
in and discuss the matter.” We did, as I remember. This is only 
by memory. We discu ssibly a $35 price with him, and he 
aid, “‘ No, it should be higher than that.’”’ Anyhow, he said that we 
in and have a meeting with him on Friday the 17th. 
Mir. HermperGcer. You called Mr. Chase before you talked to Mr. 


ssed Dos 
i 


Mr. BurtrveHam. Yes; we talked to him in the morning from San 


LEIMBERGER. And then came back up 
,URLINGHAM. To Portland. 
[kIMBERGER. And talked to Mr. Collins? 


ii 

Mir. BurtinGHAM. In the afternoon. 

Mr. Hermpurcer. Talked to Mr. Collins of the Archer Co.? 

Mr. BurtincHam. That is right 

Mr. Heimpurcer. Was he interested? 

Mr. Buruincuam. He said ves He said, “If you can go ahead 
and have thre meetmeg and then present it to me, if it is agreeable 
Wi Willi SO LON 

Mr. Hermpurcer. What date did you first discuss this with Mr. 
Farrington? 


Mr. BurirncHam. We did not discuss it with Mr. Farrington. 
Let me carry on with the story a bit, and I hope it does clarify so far 
2S Mi Farrington’s haime being Wy yived, because we came back 
and had the meeting on Friday, the 17th, after which we wired 

Mr. Hetmpurcer. By coming back, you are referring to coming 
to Washington and meeting with Mr. Chase? 

Mr. BuruincHam. That is right. We flew Thursday night and 
ot in here at about 11 o’clock on the 17th, and we met with Mr. 
Chase in the afternoon 

Mr. HermpurGer. Who was ‘‘we”’ 

Mr. Burtincuam. Mr. Gee and Mr. Hill, both of the H. D. Gee 
Co., and myself met with Mr. Chase, Mr. Tripp, and Mr. Richards. 
After we were through with that meeting we wired Mr. Collins, who 
was then in Los Angeles; and since the contract was to be worked out 
the first of the following week, we asked that a representative of 
Archer-Daniels-Midland come in here in order to have a voice in the 
drawing up of the contract. Mr. Collins was rather busy in Los 
Angeles, but it was totally a negotiation with their Portland office; 
and he suggested that Mr. Farrington come on in and join us as a 
member of their firm. 

That is the only association that Mr. Farrington had. Is tha 
right, Carl? 

Mr. Farrinetron. Yes, that is basically the situation. As Mr. 
Chase indicated, I did eall him follow ine your contact with Mr. Collins, 
and Mr. Collins called me to secure the approval of our Minneapolis 
office to ADM participating in such an undertaking. 

Mr. Hermpurcer. What date was that, Mr. Farrington? 

Mr. Farrineton. I do not know. I assume it was immediately 
after Mr. Burlingham talked to Mr. Collins—whatever date; it must 
have been right after the 14th. I called Mr. Chase solely for the 
purpose of confirming the fact that they would be receptive to a 
proposal from a trade group for taking over the entire quantity. We 
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did not discuss prices. I merely wanted to confirm that there was a 
possibility of some kind of a transaction taking place. 

Mr. Hermpurcer. Did you contact anyone in the Department of 
Agriculture about this? 

Mr. Farrineron. I did not. That is the only conversation I had. 

Mr. Hermpurcer. Did you have any conversation with anyone in 
the Department of Agriculture about this pea purchase, about this 
transaction, prior to the meeting which you attended? 

Mr. Farrineron. I did not, not prior to April 20 when I came in 
to help on the details of the contract. I talked to no one in the 
Department of Agriculture except Mr. Chase. 

Mr. Hermpurcer. Mr. Burlingham or Mr. Gee—either may answer 
this question: Will vou tell me what occurred at the meeting of April 
17 in the Department of Agriculture in which the first real negotiations 
for the pure hase of these peas were undertaken? 

Mr. Gren. It was necessary to thoroughly justify our position on 
the basis of our bid. 

Mr. Hermpurcer. What was your bid? 

Mr. Gre. Our bid was $30 a ton. 

Mr. Hermpurcer. Did you ask any additional concessions besides 
the $30 a ton? 

Mr. Ger. Yes. Are you referring perhaps to the clause 

Mr. Hermpurcer. No; I am not referring to anything in particular. 
I would like to find out what the process of negotiations was at the 
meeting which took place in Washington in Mr. Chase’s office, I pre- 
sume on the 17th of April; and without dealing in technicalities, if vou 
would just relate about what took place and the give and take, I think 
the committee would be interested. 

Mr. Geer. Surely. My primary purpose and interest was the sub- 
ject of purchasing the peas at SoU a ton. Now, other details would be 
rather difficult to remember in detail unless someone put a question 
regarding some particular detail, which I could probably recall. But 
as far as recalling the conversation verbatim, I am unable to do that. 

Mr. Herimpurcer. One of the details, of course, would be the length 
of time you might have to pick up the peas. What was your proposal 
on that? 

Mr. Ger. Exactly what is in the contract. 

Mr. HermBurGcer. Your proposal was the same as the provisions 
now in the contract? 

Mr. Geer. Disgressing a moment, we did request a 6-month period 
of delivery on a scattered basis, simply because we had discussed very 
thoroughly among ourselves what sort of a merchandising program 
would be necessary to move such a large volume of a commodity that 
was not wanted. Therefore we did ask for a provision in the contract 
which would allow us to withdraw the commodity over a scattered 
period of time, namely, 6 months. 

Mr. HermpurGcer. How about the provision as to the Commodity 
Credit not selling any peas in that area? Did you request that? 

Mr. Ger. Yes, we did. And our thinking back of that was that 
we knew we would have to come up to our trade with some sort of 
program that would allow them to utilize these peas advantageously 
where they had not been used at all; and we felt that we needed pro- 
tection so that the program we intended to promulgate to our cus- 
tomers would not be endangered by the introduction into the area 
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of peas that would disturb the program that we knew had to be put 
across were we to liquidate them properly. 

Mr. Hermpurcer. How long did this negotiating session last on 
the 17th? What time did it start? Do you recall? 

Mr. Gre. As I recall it, 3 hours—from half past 2 until half past 5. 

Mr. Hermpurcer. What was the result of the session? 

Mr. Gee. The result was that we were informed that we had 
bou oht the peas 

Mr. Hempurcer. That you had made an oral contract for the 
purchase of the peas. Is that correct? 

Mr. Ger. Yes, sir. 

Mr. Hermpurcer. At that time? 

Mr. Ger. Subject to the approval of the Board of Directors of the 
Commodity Credit Corporation. 

Mr. Heimpurcer. How many of these peas have you actually 
picked up, up to this time? 

Mr. Gee. I think Mr. Burlingham is more familiar with those 
ficures than | am 

Mr. Burtincuam. As of vesterday we had given orders to the 
Portland office on approximately 20,000 tons; and they had effected 
delivery of warehouse receipts and orders out on approximately 17,000 
tons. That is varying day by day. The office is behind on our orders 
because it takes time to put them through. 

Mr, Hemmpurcer. I see that the contract you signed has a provi- 
sion making the actual quantity you received subject to some prior 
sale. Were those prior sales consummated? 

Mr. BurtincHam. Yes. That is two other technical points. First 
of all, the actual amount was somewhere very close to 72,800 tons, 
slighily over that. The other point is, technically it went into opera- 
tion the Ist of May, at which time we took over the warehouse re- 
ceipts. Our original cost was $30.45 per ton, f. 0. b. originating 
station 

Mr. Hermepurcer. How many of these peas have you sold up to 
the present time? 

Mr. Burirncuam. As Mr. Gee said, we started out to make a 
program to interest the feed indusiry so that they could set up their 
formulas over a long period. At the beginning of the discussion we 
considered we woul l have to take 12 months to liquidate that amount 
of peas. We asked for only the 6 months before we were to take over 
the surplus. Coming back directly to your question, we sold under 
contract, seattered, approximately 60,000 tons. 

Mr. Hermpurcer. What price are you selling these peas for? 

Mr. BururncHam. We made a sieaie of selling of 200 tons and 
over at 1 price, and 200 tons and under at another price, the reason 
being to protect the mixers, the people who wanted to adapt the 
longtime program and to protect the warehousemen whom we deal 
with at all times. Our offering was $50, delivered, Fresno and north, 
in California; $52 in Fresno and south, in the Los Angeles area; $54 
in the Imperial Valley, or the farthest southern point in Califor aia. 

In our Portland and Seattle area we offered them at $45 a ton 
delivered. That is on the 260-ton lots or larger. 

Mr. Hermpurcer. That is 200 or larger? 
Mr. Bururneuam. Or larger, yes. 
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Mr. Hemmpurcer. I want to be sure I got this: $50 a ton from 
Fresno north in California; $52 from Fresno to Los Angeles; and $54 
south of Los Angeles? 

Mr. BurtincHam. That is right. 

Mir. Hermpurcer. And in the Portland and Seattle areas, $45 
a ton. 

Mr. Burtincuam. $45 a ton. 

Mr. Hermpurcer. That is for 200 tons. 

Mr. BurtincHam. Or more. 

Mr. Hermpurcer. Or over, to a single purchaser on one contract. 

Mr. Burutincuam. That is right. 

Mr. Hemmpurcer. How much higher was your price for smaller lots? 

Mr. BurLinGHam. $3 per ton. 

Mr. Hemmpurcer. Uniformly $3 a ton? 

Mr. BurtincHam. Uniformly $3. 

Mr. Hemsurcer. Most of your sales have been in large lots, or in 
small? 

Mr. Burtineuam. Yes; they have almost all been in the larger 
lots. And along that line we have offered it to everybody in the 
trade, because naturally we were very anxious to have the support of 
everybody inits use. So everyone in the trade has had the opportunity 
to purchase them. It is rather interesting, this Berger & Plate Co. 
that made the original complaint, have been buying peas from us at 
$20 a ton cheaper than they would have been bought before, delivered. 

Mr. Hermpurcer. How much of this price in these various areas 
represents freight? 

Mr. BuruinGHaM. Our freight to California at the time we started 
out with them, we figured that it would cost us an average of $20 a 
ton. In other words, I have the record here. Would you like to 
have that presented? 

Mr. Horven. | think we would like to have it presented; yes, sir. 

Mr. Buruincuam. Our freight to the Pacific coast from upcountry 
ran right at $9. 

Mr. Hemsurcer. Do you have figures of actual freight rates 
there that ou are looking for? Is that correct? 

Mr. Buruincuam. Yes. For instance, from Walla Walla, Wash., 
to San Francisco is $29.14; down to Los Angeles it is $23.69; Calexico, 
$30.90; and Santa Rosa is $23.44. From Craigmont, Idaho, to San 
Francisco is $22.98; to Los Angeles it is $26.53 ; to Calexico it is $33.88; 
to Santa Rosa it is $26.28. From Grangeville, Idaho, to San Fran- 
cisco is $24.16; to Los Angeles it is $27.72; to Calexico it is $34.93 
to Santa Rosa it is $27.46. From Nezperce, Idaho, which is up on 
the prairie, it is $24.16 to San Francisco; $27.72 to Los Angeles; 
$34.93 to Calexico; $27.46 to Santa Rosa. From Elgin, Oreg., it is 
$20.14 to San Francisco; $23.16 to Los Angeles; $30.90 to Calexico; 
and $23.44 to Santa Rosa. 

Those are your principal California feed-consuming markets. 

Mr. HermpurGer. Where have your sales been made? You said 
you sold about 60,000 tons. Do you have that information? 

Mr. BuruincHam. We do not have that breakdown at the present 
time, but it has been pretty well scattered generally in the whole 
California, Oregon, and Idaho district. 

Mr. HermpurGer. I do not see how you can afford to sell these 
things down in California for $50 a ton. 
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ir. BurtincHam. We took that on as an original premise, and 
that is what we presented to the Department. We figured we would 
lose money in hitting the larger market and opening it up against 


that barley market. But we still wanted to get rid of the peas because 
we are in the seed business. 

Mr. Hermpurcer. You keep mentioning barley here. What has 
bar \ rot to do with the peas? 


Mr. Burtincuam. The grain markets have not been too hot the 
‘ Barley is a competitive feed in California. That was 
the market we had to try and meet, the same at the present time as 


Canadian oats are coming in at $45 a ton in our Northwestern markets, 
and yme cheaper than that. 

Mr. Gr} Mixed feed oats at $40 

Vir. B LINGHAM hose are con petitive feeds to peas. As a 


furt] wkground to that, I think our little Willamette Valley 
!! valley and a very pretty one—I do not know how many of 
0 ntlemen have visited it—but the peas started in the Willamette 
Valley That is the only place that they have been practically used 

vear in any form for feed. They have been used—cracked 
peas and such—as a byproduct in the poultry and fairy feed business 
as long as we have been growing peas, because naturally the consuming 
territory on seed peas wanted all top peas. So any cracks and such 


In there they are considered in the same relation as gray winter 


Mr. Hermpurcer. May I inquire, Does the committee consider it 
essential that the witnesses should furnish the committee with an 
accurate statement of where these feeds have been sold? 

Mr. Horven. If the witnesses have that material available, it 
should be made a part of the record at this point. Can you furnish 
that information? 


Mr. BurtincuHam. When we get back to the office. 
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Che data referred to above are as follow:) 


\ir. (HARLI B. HOEVEN 
( \ 3 
H at ( ig , 
WW wor D. ¢ 

I rk M ! It was a sure and a privilege to appear before your 
A at lture Cor e last week, a y submit the facts concerning our purchase 
of Austria Vir r field pea Certainl ve appreciate having the det rils prop- 
el brou to light, and it ve ne a it deal more confidence in democracies 
v I b 1 rOVe mental activi 

W 1 i I 4 g M | ibmit our sales of peas b 
ar \ccord ly, the following a ie approximate sales at about the time 
t we Envio! i Tons 
Oregor 14, 343 
Idal ‘ ae eae 
tage 17, 250 


Washington 25, 629 





Tha yu ag rr your co and at the results of your com- 
mittee activit i ject itself into further activity by CCC and the orderl\ 
] naat n of seed rpluse We firm] fee] at there is plen V of need for the e 
ae j und ils i | their Lore 

, € vours, 


C. G. BuRLINGHAM. 
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Mr. Hoeven. Mr. Burlingham, I think it has been disclosed in 
the hearings thus far that Austrian winter peas are not generally 
used for feed. That is correct, is it not? 

Mr. BurtincHam. That is right. 

Mr. Horven. And under the terms of the contract you can only 
sell the peas for feed. 

Mr. Burtincuam. Right. 

Mr. Horven. So in addition to buying the peas, you also had to 
create a market for them. Is that right? 

Mr. Burutincuam. That is certainly right. 
Mr. Horven. You had some difficulty in doing that? 
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Mr. BurtincuamM. Certainly, because you take an unknown com- 
modity and introduce it into a market, and it is always very difficult 
to cet a feeder to change. 

\Mir. Horven. I want to call to your attention an article in the 
Washington Post of Wednesday, June 3, 1953, entitled, “Car Lots of 
gains Offered at United States Sale,” an article by one Aubrey 
Graves, Country Life editor, in which he says, among other things, 
referring to the sale of the 80,000 tons of Austrian winter peas, ‘‘that 
episode on which the syndicate’’—I imagine that is referring to the 
three of you—‘‘stands to make over a billion dollars profit, will be 
aired in a congressional investigation,”’ and so forth. 

Of course I think that is quite a liberal statement. Do you want 
to comment on it? 

Mir. BurtincHam. I only want to say the same comment. If we 
make any money out of it, we will probably have to pay it out in 
taxes; and if we lose money on it, I do not believe the Internal Revenue 
will want to come along and help us out. 

Mr. Hoeven. The billion dollar figure, of course, is quite out of 
line. Being generous and assuming that a mistake was made in the 
figure when they refer to a million dollar profit, is that still somewhat 
out of line? 

Mr. BurtincHam. That ties in with a comment, the same as the 
monopoly talk or having a closed market. We are going to have 
30,000 to 40,000 more tons of peas coming at us within a ae of 
new crop. They are looking fine at the present time. We are going 
to have to tie that into the picture, tie it into the same price level to 
begin with 

At the time of April 17 _— we were back here we could have 
we did not, but we could have—contracted peas from the growers 
at $40 a ton grown in the Willamette Valley. Those things tie down 
into our aap of what was a fair price to offer the Government 
because, after all, we are citizens of the United States, too. 


sar 


Mr. Horven. You purchased these peas for $30 a ton, and you 
have mentioned varying freight r ites from points in Idaho to points 
along the west coast as high as $33 a ton. Are you able to dispose 


of the peas at that figure and still make a profit? 

Mr. Burtrncuam. These freight rates I gave you, as I say, were 
California rates. That is our extreme rates. We have around about 
a $9 rate into the enon area, which is up in the northern 
district closer to where the ] eas are stored. 

Mr. Horven. But you said your biggest market was in California. 

Mr. Buriincuam. That is where we anticipated the principal 
market, and | imagine at the present time they are only actually 
taking about a third in place of the 50 percent wr we anticipated. 

Mr. Horven. My point is, if you develop the California market, 
how can you afford to sell the peas at $30 a ton and add to that the 
freight rate from Idaho? 

Mr. BuriincHam. Because it has opened a new field. If we can 
crack that California market and get them using peas, we are going 
to have land usage when you legislate out wheat where we can grow 
peas and put them dow nin there. I think we can develop the use 
of thousands of acres of land out there in peas, and we want to develop 
that new market. 

Mr. Hoeven. Are you not going to sell peas at a loss in California? 
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Mr. BururneHam. If we have to take a loss; but we can still come 
out even on the whole transaction. We are developing a big market 
for the growers of the Willamette Valley. 

Mr. Horven. Are you through, Mr. Heimburger? 

Mr. HermpurGer. Yes. 

Mr. Horven. Mr. Dague? 

Mr. Dacue. No questions. 

Mr. Horven. Mr. Gathings? 

Mr. Garuines. No 

Mr. Hoeven. Mr. Belcher? 

Mr. Bexicuer. | have only | or 2 questions. I gather from your 
testimony that vou are about going to break even on this transaction, 
that vou will sell enough peas up in the Seattle area to about take 
care of the loss in the California area? 

Mr. Buriincuam. In general; yes. We cannot tell. It has only 
been a month and a half. 

Mr. BretcHer. Do you think the Commodity Credit Corporation, 
based on your experience, could have recetved not more than $30 a 
ton for these peas? 

Mr. Burtincuam. They could have? 

Mr. Betcuer. Do you think it would have been possible for the 
Commodity Credit Corporation to have made a sale to anybody and 
dispose of this entire lot on the basis of more than $30 per ton? 

Mir. PurtinGHam. You ean take the records right there. When 
they were $75 a ton they sold more than they did when thev offered 
them at $60. When they were $60 a ton they sold more than they did 
at $50. If thev had gone down to $40 or $30 a ton out there, they 
would have all figured they might drop on out and they would be given 
away. Asa matter of fact, it was set up to be given away before we 
came into the program. 

Mr. Betcnuer. What I am trying to determine is whether or not 
vov think the Commodity Credit Corporation got for the United 
States Government all the money they could have gotten out of this 
transaction 

Mr. Burtincuam. We came in here and presented the top market 
that we felt we could liquidate best for the citizens of the United 
States. 

Mr. Betcuer. Do you know of any way that the Commodity 
Credit Corporation officials could have received more than $30 per ton 
net on this transaction, not dealing with you fellows but dealing with 
anybody else? Could they have made a sale at higher than $30 a ton? 

Mr. BurRLINGHAM. It ts only business experience, but on the evening 
after we had arrived at this and the day before out there, if they had 
been $31 a ton, we would not have felt it was a good risk. 

Mr. Ges. I would like to clear this point up, speaking of profits. 
We do not know what we are going to make. I am frank to tell vou 
L hope we make some money. But our neck is right on the block. We 
have guaranteed to our buvers the price at which we have sold them 
against decline. If the price is reduced, we must reduce the price to 
our buyers. Therefore we are not going to know until they are all 
gone and delivered 

Mr. Betcuer. The point I am making is, if the Commodity Credit 
Corporation had retained these and had not sold them to you and had 
sold them in any sized lots at all at any time in the future, we will say 
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within the 6-month period, would it have been possible for them to 
realize more than $30 net? Of course the longer they kept them the 
more they would have to get bec -ause the more storage they were pay- 
ing 3ut would they have been able to have made a sale in your 
opinion any time within that 6 caaeiles and recovered on the 72,000 
tons of peas more than the net of $30 per ton? 

Mr. Grr. I doubt that there is any individual or any group of 
individuals who would have paid one single cent more than we did. 
There ws as certainly serious doubt in my mind for quite a few days 
after we bought them about the matter. 

Mr. Horven. You made reference to the fact that if you had not 
purchased the peas, they would have been disposed of recardless. 
By that you mean they would have been oe of by the Com- 
modity Credit Corporation through relief channels or given away? 
What do you have in mind? 

Mir. BurtincHam. I understood they were lined up under section 
416 so they could be given away to charitable institutions and such 
things as that 

Mr. Horven. Was it your understanding that Commodity Credit 
had that in mind if they did not dispos se of the peas? 

Mr. Burtincuam. No. We came in to try and clean up the feed 
market so we can get back into the seed business again. 

Mr. Horven. You made the original offer to the Commodity 
Credit Corporation to purchase the peas at $30? 

Mr. Burtrincuam. That is right. 

Mr. Hoeven. That proposition did not come to you from Com- 
modity Credit Corporation? 

Mr. Burtincuam. Absolutely not 

Mr. Horven. All right, Mr. Albert 

Mr. Poagre. You say you sold about 60,000 tons of these peas? 

ir. BurtinGHam. Approximately; ves. 

Mr. Aurert. Two-thirds of those in the Washington market — 

Mr. Burtincuam. I cannot give you the exact facts on that, but I 
think they are generally 

Mr. Autserr. You have made a profit of about $9 a ton on about 
half of these peas; that is, against pure hase pric » and freight price. 

Mr. BurntincHam. How do you firure that? 

Mr. Ansert. Oh, no, I see 


x 


‘ix to nine dollars a ton; six on those, and two on those 200-ton 


lots or more. If you purchase them for $30 and freight is $9, that is 
$39: $6 more is $45; and $3 more for those sold in smaller lots. 

Mr. BurtincHam. You do not realize that the terminal market 
we always deliver, and there is overage in the terminals. 
\Ir ALBERT You have other expenses ; but nobody expects you to 
give these peas away. I mean vou are businessmen. I do not think 
we should ask vou to do this for the Government for nothing. 

The point is that you have made a fair profit on about a half of 
these peas Is that not correct? 

Mr. BurtrncHam. We hope to. As I say, we have only delivered 
about 17 

Mr. Atpert. Well, you stated that Mr. Gee had had experience 
selling and distributing peas for feed in this area. Now, how extensive 
was that experience, Mr. Gee? How many peas did you sell to the 
feed market last year? 


.000 tons so far. 
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Mr. Ger. How many peas did I sell to the feed market last year in 
Washington? 

Mr. AuBert. Yes. 

Mr. Ger. Approximately 2,400 tons. 

Mr. Atsert. That is all? 

Mr. Ger. That is all. 

Mr. Apert. But you have found your best market in your local 
area where you had made a previous start in selling these peas for a 
feed? 

Mr. Grn. That is correct. 

Mr. AtBert. But you explained that by the fact that you had more 
competition? 

Mr. Ger. That is not the case at all. In this particular situation, 
we have succeeded in convincing the large feed manufacturers to 
enter into a program of introduction of peas as a major ingredient 
in their feeds for at least a 6 month period of time. 


Now, prior to this time, the amount of peas available to the trad 


has not been sufficient to encourage the large feed manufacturer to 
enter into such a program simply because the supply was not large 
he was not assured of enough of a supply or a regular market where 
he could secure these supplies at a price that would be profitable 
to him. 

And it is the marketing program that we devised that made us 
successful in selling the volume of peas that we did. We are thor- 
oughly convinced that that is the answer to it. 

In answering this question about how much I have sold, | would 
like to state that peas in our particular area are not unknown, but 
they are unpopular. Peas are unpalatable; they have a bitter, some 


what bitter, taste; and the amount of peas that may be used in thé 


cattle feed must be rather carefully gaged so that the palatability IS 
not impaired 


Mr. ALuBErRT. That is all 


Mr. Surron. I would like to make this observation, Mr. Chairman 
| consider the centlemen cood businessmen myself, i have no 
eritizism of them whatsoever. I think they are just pulling a good 
deal and a business deal which they were entitled to do as American 
citizens. So I have no criticism of these three businessmen whatsoever 


1 would like to ask Mr. Farrington one question 

You are on Secretary Benson’s Advisory Board, are you not, M1 
Farrington? 

Mr. Farrinetron. Yes, sir. 

[ would like to add that my membership on that committee had 
nothing whatsoever to do with this transaction. And I learned 
nothing about it except through these gentlemen. 

Mr. Surron. It was rumored, Mr. Farrington, that while you were 
in town—and I say it was rumored, because that is the reason I am 
asking you, just to straighten it out—it was rumored that when you 
were in town on the 17th that you went by to see Secretary McKay 
and asked him to help you on this purchase of peas? 

Mr. Farrineron. I think the record is very clear that I was not 
in Washington on April 17. 

Mr. Surron. Whenever you came in here; what date it was I do 
not know. 
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Mr. Farrineron. The deal had been completed except for drawing 
up the details of the contract. 

Mr. Surron. You never went to see Secretary McKay to ask him 
to help you in this purchase? 

Mr. Farrincron. I do not know Secretary McKay. 

Mr. Hoeven. You say you do not know him? 

Mr. Farrincron. No, si 

Mr. Burtincuam. That inference was on myself. Because McKay 
came from our State 

Mr. Surron. [ just wanted to straighten it out. 

Mr. BurtincHam. And the only time we did, there was Howard 
Jenks from Salem and Don Gillespie from Portland that were in with 
myself on this meeting of April 2. And, at that time we did pay a 
courtesy call on Mr. McKay because he comes from our State. 

Mr. Surron. To straighten the record out, did you ask him to help 
you then? 

Mr. BurunGcuam. I should say we did not. We got in and out in 
about 1 minute. 

Mr. Surron. One further question too. And this is no criticism 
of you three gentlemen again. These peas cost the Government $110 
a ton; the Commodity Credit Corporation sold them for $30 a ton, 
which was a loss of $80 a ton. As I say, it is no criticism on my part 
toward you gentlemen at all, because I still reiterate you are good 
businessmen. The $80 that the Government lost, the Commodity 
Credit Corporation lost, actually is, to me, a glorified Brannan plan, 
because it means the Government took the loss. 

With reference to that, might I ask you when these peas are made 
up in feed what will they average per ton? What will they bring a ton 
when they are crushed up into feed? 

Mr. Ger. What will the price of the mixed feed be? 

Mr. Surron. What can you estimate that you will get for the peas 
per ton when you crush it up into feed? 

Mr. Ger. I am unable to answer that in view of the fact that I 
am not a processer. I have no milling operation. My business is 
strictly mere mane iz of the whole product. 

Mr. Surron. Could either one of you other gentlemen answer the 
question? 

Mr. Gee. I could tell you this if it is of any value: I have had a 
number of personal statements from actual feeders in the Yakima 
Valley, a matter of a hundred miles or so east of Seattle, who have 
told me that the cattle f feeding business in the Yakima area is being 
rey ived on account of the fact that thes y are now accorded the privi ilege 

f buying peas at a price that will allow them to come back into the 
cattle-feeding business. 

Those same fellows have tola me that they were through and did 
not intend to feed this year at all. Now, contrary to the effect of the 
peas being detrimental to other markets, it has actually stimulated 
them simply because you may not feed peas straight; but these men 
have bought peas to feed to their cattle, and they are also buying 
other ingredients with which to add to it; so instead of depressing the 
market, it is definitely encouraging the market. 

Further, the unpalatable and the undesirable features of peas 
through primarily our efforts, has been pretty well dispelled ; and | 
have made this statement before, and I think I am probably not far 


° 
i 
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wrong: The result of these peas being offered to the feeding trade in 
Washington and Oregon is going to result in a production in the future 
of something between 100,000 and 150,000 tons of Austrian peas a 
vear for cattle feeding in our area that never was possible before, 
because there never was a sufficient quantity available so that the 
trade could become accustomed to them. 

That is going to result in substantial benefit to the farming ares 
that _ not had a market for them in the past. 

Mr. Surron. Mr. Burlingham, I might direct this to you. 

Did 9 vou at any time mention to any Agriculture employee that you 
would be willing to pay more than $30 a ton for these Austrian peas? 

Mr. Buritnenam. I did not have any contact with any other so 
far as I know. 

Mr. Surron. Who first brought up the figure of $30 a ton in your 
conference with the Department of Agriculture—Commodity Credit 
Corporation? 

Mr. Burtincuam. We did. 

Mr. Surron. You did yourself? 

Mr. BurtincHam. We worked for a week on that trying to determine 
what was the fairest market-——-whether it was $20 a ton, whether it 
was $25 or $26 or $35—and after a survey of the trade to the best of 
our judgment we determined that $30 was the top that we could pay. 

Mr. Surron. Another question. Do you feel that your participa- 
tion in the April 2 meeting at Agriculture helped you in making the 
deal that you made? 

Mr. Buruincuam. Well, I have asked the other members who 
were at ene meeting whether they thought there was any purpose - 

Mr. Surron. I am not impugning anybody’s motives; but I say, 
Do you think it actually helped you? 

Mr. Buriincuam. Yes; it did, to this extent: that, if commodities 
were going to be offered out there, here was a chance to start clearing 
up some markets so we could get back in the seed business. 

I think the same thing in the case of ladino clover and common 
vetch 

Mr. Surron. In connection with that same line of thought, do vou 
think that if vou had not been at the Secretary’s meeting you would 
have bought these peas? 

Mr. Burtincuam. | think we would have. 

Mr. Surron. But you did have firsthand knowledge by being at 
this scaling hough? 

Mr. Buruincuam. As a committee member, we almost dispelled 
all the thoughts that we had at the committee meetings; and I think 
everybody was aware of the same thing. In fact, I gave a talk after 
returning and told them this same feeling, the same thing that was 
told to us, because, after all, we were representing all of them out there, 
not just ourselves. 

Mr. Surron. Mr. Chairman, I repeat what I said at the outset: 
I think these are three outstanding businessmen in front of us here. 
And, as far as investigating them is concerned, no such thing should 
be done as investigating them on this deal. Because they were just 
three businessmen performing a deal for themselves which was strictly 
legitimate. 

Tf there is anything behind the scenes, so to speak, it would be on the 
Commodity Credit Corporation instead of these three gentlemen here. 
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I, for one, personally appreciate their coming in here and giving us 
the facts that they have given us. 

Mr. Burtincuam. We appreciate the opportunity. 

Mr. Hoeven. The fact that these gentlemen have come clear across 
the continent, two of them, at least, is indicative of the fact that they 
wanted to come here and tell their story without subpena, and without 
having to be sworn. They have told a very forthright story. 

Mr. Surron. Will the chairman yield at that point? 

Of course, I realize he was throwing that “without being sworn”’ 
at me, because I insisted on swearing the witnesses. But you will 
find before this thing is over that there will be contradictory state- 
ments by members of the Commodity Credit Corporation and someone 
will be lying. That is the reason I sisted on swearing the witnesses. 

Mr. Horven. If you charge anyone with falsehoods, you will have 
an opportunity to prove your case. 

Nii Jones 

Mr. Jones. I have just 1 or 2 questions. 

These peas that were stored in the Northwest, were any of those 


peas stored in any warehouses with which you gentlemen have any 
connection at all? 


Mr. Ger. Not mine. 

Mr. Farrincron. Not ours 

Mr. Bururncuam. | do not think so. 

Mr. Jones. You do not think that you had. You do not think 
that you have bought any peas which were stored in your own ware- 
house? 

Mr. Burtincuam. No. I know that we did not. We had stored 
peas in the past. 

Mr. Jones. Did any of you buy any of these Austrian winter peas 
that were stored in that area prior to this deal here? Did you buy 
any peas from Commodity Credit Corporation during the past year? 

Mr. BurLincuam. We did; yes, sir. 

Mr. Jones. Could you tell the committee what price you paid 
for those peas? 

Mr. Burtincuam. Yes. We bought them in the month of March 


at $3.10, I believe. We sold them at $3.10 and we bought them at 
$3, which was their offering at that time, and they went to north 
Germany. 

Mr. Jones. $3 for what? A bushel? 


Mr. Burt nGHam. $3 a hundred 

Mr. Jones. That is $60 a ton? 

Mr. Buruineuam. That is right. There was a demand from north 
Germany. There was about 1,500 tons, which represented most of 
that export sale. 

Mr. Jones. Now, I would like to direct this question to Mr. Gee. 

You mentioned a minute ago a bid of $30 a ton. Now, the bid in 
my mind always suggests competition. Now, you did not make a bid; 
you made an offer. Would that explain it better? 

Mr. Ger. Well, according to your interpretation of a bid, I made 
an offer; according to my injerpretation of a bid, I made a bid. 

Mr. Jones. Well, in other words, did you understand that there 
would be any competition in the purchase of these peas? 

Mr. Ger. No; I did not. I did not consider whether there would 
be or not. I might elaborate a bit. We did discuss among ourselves 
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whether we should make an attempt to buy these peas cheaper or 
whether we should not; and we agreed among ourselves that we should 
offer the maximum price that we could afford to pay. 

Mr. Jones. Now, when you say ‘‘We discussed among ourselves, 
you are referring to whom? 

Mr. Gee. Mr. Burlingham and Mr. Collins of Archer-Daniels- 
Midland Co. 

(Discussion off the record. 

Mr. Hoeven. The committee will stand in recess until 3:15. 

(Whereupon, at 2:48 p. m., the committee recessed, and returned 
at 3:15 p. m.) 

Mr. Hoeven. Mr. Jones was interrogating the witness at the time 
of the quorum call. 

Mr. Jones. Now, the point I would like to get clear is: You sug- 
gested or your group suggeste d the $30 price, and that was not a result 
of an offer that Commodity Credit Corporation had made to you; is 
that correct? 

Mr. Ger. Yes. That was not the result of an offer that Commodity 
Credit Corporation had made to us. It was the result of our own 
thinking. 

Mr. Jones. In other words, I listened to Mr. Burlingham’s testi- 
mony a minute ago; and you concur in what he said with respect to 
arriving at a $30 figure; is that correct? You concur with him? 

Mr. Gee. Yes. 

Mr. Jones. Now, at the time that you made that $30 offer, how 
long did you discuss that or was there any bartering back and forth? 
In other words, you came and said “We will give you $30 a ton for the 
peas.” Now, did anyone suggest, or say, “Well, that is too low a 
price’ or anything like re 

Mr. Ger. Yes. Mr. Chas - did. 

Mr. Jones. What did Mr. Chase say that he should get for the peas? 

Mr -GE bE. I believe he sai ‘dl he thought the price should be nearer $40 

Mr. Jones. He said he thought the price should be nearer $40 a ton? 

Mr. Ger. Yes. 

Mr. Jones. How long would you estimate it took you to dissolve 
your differences over this price? 

Mr. Ger. Perhaps an hour and a half 

Mr. Jones. In other words, you discussed this for an hour and a 
half. Now, was anybody very emphatic one way or the other? 

Mr. Ger. Well, Iwas. I told Mr. Chase—and this is verbatim 
I did not come back here to Washington to bargain; we have thorough- 
ly discussed this thing, analyzed the market to which these peas will 
go; and the conditions under — h the Vv will have to be distributed: 
and as far as I am concerned, $30 a ton is all we can pay. And I am 
not interested in any price ae that figure. 

Mr. Jones. You gave him to understand that if he did not want to 
sell them at $30 you were not interested, and you were ready to leave? 

Mr. Ges. Yes, sir. That is exactly the way I felt. 

Mr. Jones. At that time, did you know that you were the only 
people dealing or making an offer for these peas? 

Mr. Gee. You mean was | sure that we were the only ones? 

Mr. Jongs. Yes. 

Mr. Gex. No. Iwas not sure. I had no way of knowing whether 
there was anyone else interested in them or not. 


” 
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Mr. Jones. At the time you made the $30 offer, did you put any 
restrictions on this sale, or did you offer any special inducement to 
get a $30 price accepted by the Commodity Credit Corporation? 

Mr. Ger. We most certainly did not make any restrictions or any 
propositions whatsoever. 

Mr. Jones. Well, did you make an offer that you would take them 
all at that price? 

Mr. Gre. Yes. 

Mr. Jones. Did you offer that in your original offer or was that 
suggested by Mr. (¢ ‘hase or someone else? 

Mr. Gres. No, sir. That wasour own idea. We offered $30 a ton for 
the entire quantity that there was left; not 80,000 tons. It was 
estimated to be about 80,000 tons. We made the offer of $30 a ton 
on all the Austrian peas in storage owned by Commodity Credit 
Corporation in the three Northwest States. 

Mr. Jonus. Well, now, was that contingent upon the fact that you 
would get them all, and furthermore, that Commodity Credit Cor- 
poration would not sell any more out in that territory? 

Mr. Gur. No. No, that was not—you are referring to the mono- 
poly clause that has been discussed? No, that was not a contingent 
part of our purchasing. 

In other words, if we did not get such protection, we were not 
necessarily turning down the purchase. We felt that we needed it, 
but it was not a contingent part of the contract 

Mr. Jonss. Who suggested the monopoly clause in the contract? 

Mr. Gur. I cannot tell you whether it was Mr. Burlingham or me. 
I did not recall which one of us it was. 

May I interject here: We do not now, nor did we then, consider 
that a monopoly clause. It was merely a clause to give us protection 
to start the merchandising program that we knew was the only way 
that would permit us to liquidate those peas. 

Mr. Jones. Well, call it a protection clause. There was a protec- 
tion clause? Is that a better description? 

Mr. Grex. That is much better. 

Mr. Jonrs. Well, who suggested the protection clause? Did you 
suggest it, or was it suggested by Mr. Chase or someone with the 
Commodity Credit Corporation as inducement to get you to take the 
peas? 

Mr. Ger. No. As I recall it, it was either Mr. Burlingham or me, 
and I do not recall which one. 

Mr. Jones. I am presuming that any time that one cannot answer 
the question, that if either of the other gentlemen does have the 
answer, that he will furnish it voluntarily. Does anybody know who 
made the suggestion? 

Mr. Burvtincuam. It was just discussed. I do not know who started 
it. 

Mr. Jones. Let me get down to one other thing. 

What prompted the telegram that you sent saying that you were 
willing to take that clause out of the contract, Mr. Gee? 

Mr. Ger. A telephone call to my home from Mr. Chase. 

Mr. Jones. Well, now, at the time that Mr. Chase called you, 
what explanation did he give or what reason did he give for suggesting 
that you release Commodity Credit Corporation from that part of 
the contract? Just give us an explanation of what happened? 
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Mr. Gee. He said something has come up here in Washington that 
makes it very desirable for us to have a release on that west of the 
western boundary of Colorado, north of the Mexican border, and 
south of the Canadian border; and, as you know, when we discussed 
it, it was not a particularly important point, and we would like to 
have you delete it. 

Mr. Jones. Did he tell vou that there had been a speech made in 
Congress? 

Mr. Gee. No. 

Mr. Jones. He did not tell what the something was? 

Mr. Ger. I am positive it is verbatim; he said something has come 
up here. 

Mr. Jones. I am presuming that the date of May 28 is the correct 
date of that telephone call, and the telegram. 

Mr. Ger. If I could see the telegram, I could verify it; whatever the 
date is 

Mr. Jones. We do have the telegram in the record. It has been 
put into the record. 

Mr. Ger. It was not a major point with us anyway. 

Mr. Jones. In other words, did you have the assurance at the time 
that that was put into the contract, that vou were actually getting 
protection without it being put in there, or did you get that assurance 
at the time Mr. Chase called you? 

Mr. Ger. We were not sure it was in the contract until the contract 
was submitted to us for signature in Portland on the 29th of the month. 
When we left Washington here after conferring on the contract, we 
were not even sure then that it was going to be included. 

Mr. Jones. Now, did vou understand that it was to be in the 
contract; that that was a provision? In other words, this protective 
clause or monopoly clause, or whatever you want to call it, did you 
understand that it was to be in the contract? 

Mr. Bur.LincHamM. As we reviewed the contract up to that time, it 
was in there. 

Mr. Jones. I am talking about when you left Washington, you say 
the contract had not actu: ally been drawn up. Did you think it was 
going to be in there? 

Mr. Buruincuam. Yes. 

Mr. Jones. Mr. Gee, you said you did not know whether it was 
going to be in there or not. 

Mr. Grex. Well, I said that I did not know it was in the contract 
until it was presented to me for signature in Portland on the 29th or 
30th of the month. We hoped it would be in the contract when we 
left but we did not know for sure. 

Mr. Jones. There is one other thing that has come up here; and 
not being familiar with the transaction or the procedure following 
and you gentlemen are—maybe you can clear the committee here. 

We have a report here in the General Accounting Office which is a 
report on this transaction. I would like to read to you one paragraph 
and see if you can explain this to me and also tell me what effect, if 
any, it has had on this transaction as it affects the freight rate. 

The General Accounting Office states: 

Paid in freight transit was furaished to the buyers without cost except that 


eny penalty or charge attaching to its use and not previously paid by Commodity 
Credit Corporation would be : assumed by the buyer. 
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Then in parentheses: 


Freight transit privileges are granted by railroads on certain commodities 

shipped by rail to intermediate storage points permitting the owner to reship at 

be charged. This provision was not consistent 

with sales annour ents made prior to April 1 wherein the paid freight was 
charged to the buyers 


lower rates tha i1wo ild otherwise 


Now, the point is this: Mr. Burlingham a minute ago was telling 


about the freight charges in different places. Now, would those 
freight charge ; be reduced because of this paid-in-freight transit trans- 
action as explained here? 

Mr. Burtincuam. There are two things about that. First of all 
they were all short-line hauls. They were short-line hauls because 
the peas were still in the area of production. I mean bringing them 
like off the prairie on down to Lewiston—I do not know whether you 
know the territory there, but that. is downhill. 


Mr. Jones. What I am trying to get at, in other words, is: did you 


4 4 ] 7 . 5 en ‘ j F 9 
ret an advantage and was your freight reduced because of that‘ 


Mr. Buruincuam. The original freight, as they were forwarded was 
ider the seed clause. The seed freights are higher than the grain 
rates And as a result, we could not get any advantage from that 


Mr. Jones. This is important, I think. You are saying that you 


buvers received no advantage and no frei 


1 y ° 

ht concessions when you 
reshipped any of these peas from the warehouses to the people to 
whom you sold them? 


Mr. BuRLINGHAM. You can answer that better, Bull. 
Mr. Ger. I do not think Mr. Burlingham said that ‘‘none.’”’ JI am 


perhaps a little bit more familiar with this transit. 
We were unable to learn prior to purchasing these peas what the 


transit situation was. When we did acquire possession of them, and 
started to get our transit, we found that a great deal of it had expired. 


The peas had been in transit or in storage so long that the renewal 


1 . ’ ’ 
privileges had expired, ana the V were fiat. 


There were some of the peas on which the transit had not expired. 
A very substantial portion of those, of that transit, is being abandoned 


Vy us simply pecause, os Mr Burlingham said, the peas were shipped 


Into t points of storage on seed rates. Therefore, the seed transit 

was esiablished 
For instance, | will give you a case in point. The rate from Craig- 
The rate from Craig- 


mont, Idaho,-to Seattle is a dollar a hundred. 
I Lewiston, where the storage point is, is 20 cents a 
hundred. That leaves a balance of 80 cents or $16 a ton to get those 
peas, if you use this transit to Seattle. The local rate by shipping 
them on the grain rate is $8.97. Therefore, it would be foolish for us 


nont, Idaho, to 


to utilize this 20 cents a hundred that was paid in on those peas and 
then pay another $16 to get them to Seattle, when by shipping them 
grain rate we would get them to Seattle for $8.97. 

It is true there were a few instances, a great many less than we had 
hoped for, where a few cars—where the transit was good; so that it 
was utilized. The exact number I cannot tell you. 

Mr. Jones. Well, I presume that you, as seed men, and doing a lot 
of shipping of seed and feed both, were familiar with this and knew 
that there might be an advantage to accrue from the paid in freight 
at the time you made this deal; is that correct? 
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Mr. Ger. Knowing that there was transit established, yes. 

As grain men we would know that there might be some value to 
that transit to us. 

Mr. Jones. In other words, that was not suggested by Mr. Chase 
or anyone else with Commodity Credit Corporation as an inducement 
to get you to purchase the peas? 

Mr. Ger. No, sir. We insisted that—as a matter of fact, the 
selling policy of the Commodity Credit Corporation from January 
on was to furnish the transit free to buyers on their announcement and 
we insisted that as part of the contract that the transit be turned over 
to us. 

Obviously, it was of no value to anyone else after the peas were 
gone. 

Mr. Jones. But then there might be still a cheaper way to get them 
moved, but it would apply to all peas that were in storage. 

Mr. Geer. On transit. 

Mr. Jones. That had been shipped in by rail, shipped out by rail. 
naturally you would get the advantage of the freight. 

Mr. Grr. We were also aware of the fact that we might move the 
peas cheaper and abandon the transit so we certainly were not going 
to pay anything for it. 

Mr. Jonus. Well, as I got it from your testimony at the earlier part 
here, you were getting, by making this transaction, you had a double 
benefit that might accrue from this transaction in that you were 
getting rid of a surplus of seed and providing a better market for the 
new seed coming in and also expecting to make a profit on the feed; 
so you had a dual purpose in making this deal; is that correct? 

Mr. Grr. Yes. 

Mr. Jones. Now, would you be interested in buying some more 
peas at $30 a ton of this same type of peas? 

Mr. Grex. Where are they? 

Mr. Jonzrs. I mean anywhere? 

Mr. Grr. Well, I would want to know where they are. I sure do 
not want any more that the Government has. 

Mr. Jones. You do not? All right, that is all. 

Mr. Horven. Mr. Wampler. 

Mr. Wampter. I had no questions except to associate myself with 
the remarks of the Chairman previously in thanking these three 
gentlemen for coming before us voluntarily and enlightening us on 
this transaction. 

Mr. Coo.ry. I would like to ask some questions. 

I want to preface my remarks by saying that I have no reason to 
impugn the motives of any of you ge ntlemen or to suggest that any 
degree of moral turpitude is involved insofar as you are concerned. 
I want to also disassociate myself with the idea that politics played 
any part in this transaction. 

I do not think that Mr. Farrington’s relationship to our good 
friend, Bob Farrington, would in any way influence the transaction, 
and I do not think that Bob Farrington could be influenced even if 
this Mr. Farrington wanted to influence him. 

So, I do think that this transaction does not look good though. 
Now, it may be good, but it certainly does not look good. Now, as 
businessmen, I know that each of you attached importance to this 
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contract because it involved over $2 million. You agree that you 
did attach importance to it, Mr. Burlingham? 

Mr. Buruineuam. We certainly did. 

Mr. Coo.ey. You believed it was an important contract, and you 
attached importance to those provisions—those provisions that were 
inserted for your protection; and certainly you were interested in 
paragraph 1 that deals with the commodity—all of the commodity. 

Mr. BururnGcuam. Right. 

Mr. Coo.trey. You would not have been interested in buying 30 
percent of the commodity at $30 a ton, would you? 

Mr. Bururnesam. No. 

Mr. Coo.iey. The second paragraph deals with quality, and 
certainly you were interested in the quality of the commodity you 
were going to buy. 

Mr. Buriincuam. Well, we thought we knew the quality. 

Mr. Coo.ey. You thought you knew the quality. 

And whereas Mr. Chase indicated that during some of the nego- 
tiations the quality item was discussed on an “‘as is, where is” basis; 
but when the draftsman came to draft the contract, as item 2 in the 
contract, he put in a provision which guarantees the merchandise 
to be sound and in merchantable condition. Now, that was an im- 
portant provision so far as you all are concerned? 

Mr. Buritineuam. Well, let me explain one little deviation from 
that. I mean there were no Government standards covering Aus- 
trian peas for feed purposes at that time. 

There are not yet so faras | know. There are under seed standards— 
95, 97 quality, and such things, that can be tied down. So, it was 
trying to search around for something that would determine as a 
part of the consideration the quality of goods that are purchased 
to make it a firm part of the contract. Now, for instance, last week, 
take a reversal of that. It is a give-and-take proposition. A couple 
of youngsters got into the warehouse up there with hop knives, a 
couple of 13-year-old boys. 1 do not know why they do it; but they 
went and just slashed those piles, just took and ripped right down 
the sacks. 

Well, we are friends of the warehousemen. We are going to work 
out a solution to it, without penalty, and see what we can do. So, 
you see What I mean. 

Mr. Coo.iny. I see what you mean. 

sut 1 mean this language: “in sound merchantable condition” 
certainly has a real meaning in the business world, does it not? 

Mr. Burtincuam. Yes. 

Mr. Cooutey. And if it should develop that any substantial quantity 
of the commodity purchased is not in sounder merchantable condition 
and good for the purpose for which it was purchased; you certainly 
would resort to that paragraph 2 for your protection, would you not? 

Mr. Burtineuam. There is yet another clause behind it. The 
warehouse agreement between Commodity Credit Corporation and 
the various warehouses out there has been a matter of issue in the 
past 4 or 5 vears. Among the specifications that were drawn up and 
put into that contract, as I say, the last 3, 4, or 5 years, as long as 
they have been in storage there, was that in consideration for the 
storage, the warehousemen had to keep the goods in good condition. 

We had a case down at Gadsden which is about 6 miles below Forest 
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Grove where the roof was leaking and in which a whole pile of peas 
got wet, moldy, and the warehousemen had to replace that, which 
they did. Well, we did not see, as long as the Commodity Credit 
Corporation was protected in their clauses, why we should assume that 
liability. 

Mr. Cootry. I am not arguing that point at all. I agree with you 
that you have a perfect right to insist on this provision; and you did 
insist on it; and you felt justified in insisting on it. And you are not 
willing to give it up. Nobody has a right to ask you to give it up. 

Well, the next one is paragraph 3 which deals with delivery. And 
you have explained to the committee why you thought that was 
important for you to have a 6-month period so that the processors 
could change their formulas so as to provide for the use of this sub- 
stitute for other commodities which had formerly been used. You 
attached importance, of course, to that? 

Mr. BuruinGcHam. Correct. 

Mr. Coo.tey. Now, then, the next provision that deals with—or the 
provisions; it is not the next provision—I will go through the next 
provision just briefly. 

The title is No. 4; transit billing, which you just discussed, is No. 5; 
the termination of the net freight rate; ; next the storage charges; the 
purchase price, of course, was important. 

Mr. BuriincHam. Yes. 

Mr. Coo.trey. Now, then the payment; and in the use of the com- 
modity was restricted to feed uses. 

Mr. BurLincHamM. Yes. 

Mr. Coo.ry. Next is the future Commodity Credit Corporation 
sales. Now, I want to ask you: You would not have entered into this 
contract had you known that Commodity Credit Corporation would 
immediately go into competition with vou in that area, would you? 

Mr. BuruincHam. Well, they could not. 

Mr. Coo.ry. So, therefore, you felt perfectly justified in insisting 
upon that provision No. 11? 

Mr. BurutncHam. No. 11, we discussed that at great length. We 
discussed it here, I think, this afternoon; and it was not a vital part 
of the contract so far as we were concerned. 

Mr. Coo.ey. It was part of the contract though; was it not? 

Mr. BurLINGHAM. As we signed it. 

Mr. Coouey. All right. When you signed it. Now, then, it 
became very important because you knew that you had the entire 
market cornered by this contract in this transaction, did you not? 

Mr. BurutincHam. We did not. We have 30,000 to 40,000 tons 
of peas growing right now that will be 

Mr. Cootry. But they are being grown for seed purposes. You 
know there is nobody out in that area that can produce for seed 
purposes at $30 a ton. 

Mr. Buruineuam. As I explained earlier, at that time we could 
contract peas at $30 a ton. The seed market has dropped; and I 
will bet there is not 20,000,000 pounds of feed used for seed this year. 

Mr. Coouey. All right. But that was an important item? 

Mr. Buriineuam. No. 

Mr. Cootry. It is bound to be important because you told me 
you would not have bought 30 percent, 40 or 50 percent, of this stock; 


you were interested in “buying all the stock. And you wanted to 
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corner the market; and you got a corner on the market. That is the 
inevitable conclusion. [am not fussing with you about that. 

Mr. Gee. Mr. Cooley, it has been testified that in our discussions 
with Mr. Chase on April 17, our concern was to have protection in 
our area so that we might get our sales program started so that the 
stuff was moving. 

On the day that Mr. Chase called me, our sales program was moving. 
We were getting into gear, and we were selling peas; and we had 
dispelled our fears for Government competition from other areas and so 
we readily granted the request. 

Mr. Cootry. To delete this provision? 

Mr. Gen. Certainly. 

Mr. Cootry. Now, to go a little further, when you acquired all 
of this stock, you were protected in the west-coast area from Mexico 
to Canada from any other peas coming in there because of the freight 
rate involved, were you not? 

Mr. Grr. Yes. 

Mr. Cooiey. So then whether you had the provision or did not have 
the provision, you still had the protection? 

Mr. Grex. That is right. 

Mr. Cooxny. All right. Now, you went into this as businessmen 
to make profits, did you not—perfectly legitimate? 

Mr. Grn. Yes. That is why we entered into the contract; yes. 

Mr. Cootey. And you still hope to make profits? 

Mr. Grr. Yes; we do. 

Mr. Cootny. Have you made any effort to sell any of these peas 
abroad? 

Mr. Gee. We have made no effort. We have been solicited. 

Mr. Coo.tny. From purchasers abroad? 

Mr. Gen. Exporters have solicited us. 

Mr. Cootey. Have you sold any for export? 

Mr. Ger. I would rather have Mr. Burlingham answer that. 

Mr. BurtincHam. I think we have sold 165 long tons. 


Mr. Cootny. At what price? 
Mr. Burtrncuam. At $50 f. o. b., boat, Portland. 
\ 


\ir. Cootey. And it cost you $39 to get them there—— 

Mr. BurtincHam. Approximately. 

Mr. Cootry. You sold them for $50? 

Do you know whether the Commodity Credit Corporation under 
the authority of the law made any effort to sell these surplus peas 
abroad? 

Mr. Buriincuam. Oh, definitely. 

Mr. CooLtny. To Germany or England or any other deficit area? 

Mr. Burtincuam. Well, the Army was trying to build up a demand 
in Korea. I think that was part of their testimony, was it not. 
That was for edible purposes. 

Mr. Cootey. You do not know whether Mr. Chase and his asso- 
ciates had tried to sell these peas in Austria where they came from or in 
Germany or in England or anywhere else? 

Mr. Burtincuam. We think thev came mostly from Oregon. 

Mr. Cootey. They probably did come mostly from Oregon; but 
vou don’t know whether they tried to negotiate any sales or not? 
To date you have made a profit on your deliveries, haven’t you, 
which is also perfectly legitimate? 
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Mr. Burtinenam. I hope so. We have got expenses coming back. 

Mr. Coo.ry. That is an item that I can easily understand. 

Mr. Buruincuam. I hope you can do as well getting rid of that in 
the Carolinas, too. , 

Mr. Cooury. Here is an article from the Idaho County Free Press, 
Gainesville, Idaho. A man by the name of George Kaufman was very 
much disturbed over the fact that on April 20 he had bought 500 sacks 
of these peas at $50 a ton. You closed this deal when? Five days 
later? 

Mr. BurLtincHam. May 1. 

Mr. Cooutry. Ten days later. Certainly Mr. Kaufman is going 
to take it in the neck and suffer a loss, isn’t he? 

Mr. Buruincuam. No. 

Mr. Ger. Mr. Kaufman has made quite substantial purchases from 
me and is very happy over the entire situation. 

Mr. Coo.ey. Are you trying to minimize his losses? 

Mr. Ger. No. 

Mr. Cootey. You would minimize them 

Mr. Ger. He is very happy with the opportunity to have Austrian 
peas to serve his customers with. 

Mr. Coo.try. At less than $50 a ton? 

Mr. Ger. Yes, substantially less. Ll can divulge the terms of his 
contract. 

Mr. Cootry. The other items in the contract amount to Govern- 
ment funds, assignments, contingent fees, and officials not to benefit. 
Is it a fact that when this transaction is closed you were in Mr. Chase’s 
office or someone else’s office and no one else was present except the 
sellers and the buyers? 

Is that correct? 

Mr. BuruinaHam. Yes. 

Mr. Cooury. So far as you know, after the $30 item, the $30 
amount had been agreed upon, no publicity had been given even up 
until this good day, about that $30 price, had there? 

Mr. Horven. I think there was a press release issued by the 
Commodity Credit Corporation on the day of sale, or shortly there- 
after. 

Mr. Cootry. When was the press release? 

Mr. Hoeven. That is in the record. 

Mr. Coo.ry. I will strike that question. In other words, the 
public was not advised until the contract was consummated? 

Mr. Buruineuam. And then it was only half advised. 

Mr. Cooutny. Then what? 

Mr. BurumnGaHam. That was the worse thing we had to buck against, 
because of the price, not realizing where it was. 

Mr. Cooury. I know that these newspapers do not always publish 
things like that. It is a fact that notice was given after the contract 
had been signed and when the press release came out, that was the 
first notice. 

Mr. Ger. I think that is correct. 

Mr. Cooury. Mr. Shelley gave Congress the benefit of certain 
information which had been passed on to him, to wit, that 80,000 
tons, or approximately that, of Austrian peas, had been sold, The 
price was $30; that there was this monopoly provision in there; that 
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there was a 6-months pick-up provision in there; that the public 
notice was not given. 

{ll those points we can agree upon to be accurate. Isn’t that 
subsiantially true? 

Mr. BurLincHamM. Substantially. 

Mr. Coo.iry. You are not responsible for the Government policy. 
I am willing to admit now that this thing perhaps involves no fraud 
or crookedness or moral turpitude. But Tam looking at the overall 
policy of the Government. 

If the Government is going to have star chamber sessions, whether 
they did it in Charlie Brannan’s day or Ezra Benson’s day or what not, 
it just does not look good to the public when you have star chamber 
sessions and close $2 million contracts behind closed doors when no- 
body else has an opportunity except the purchaser sitting there facing 
the seller. 

As a taxpayer and member of the Congress it does not look well. 
If it is the policy of this department and you wish to advise this 
committee, | venture that everybody on this committee would advise 
him to change that policy. 

1 am conscious of the fact that this administration came in to 
change things. ‘This is one thing, Mr. Gordon, that I think you can 
change. That is all, Mr. Chairman. 

\ir. Honven. Mr. Heimburger, you may continue. 

Mr. Hermmpurcer. The questions that I had in mind, Mr. Chair- 
man, have been asked almost entirely by the members of the 
committee. 

There are just 1 or 2 other things I want to complete the record, 
as to who suggested what, when this meeting took place on April 17. 

[ think there is one point that has not been covered and that is 
the matter of the condition of the commodity on delivery to you. 
Who suggested that it should be merchantable quality when it was 
delivered to you, rather than “‘as is, where is’ basis? 

Mr. Gee. I think I origninated that phraseology. 

Mr. Heimpurcer. Was it your understanding when the meeting 
of April 17, which resulted in a verbal sale, broke up, that that was a 
provision that was to be in the contract? That you were to receive 
the present contract clause, in other words? 

Mr. Ger. Yes. When I left the room, I understood that we had 
bought sound peas and in sound merchantable condition for feed. 

Mr. Hermpurcer. And it was the buyer’s suggestion in the first 
place that should be in? 

Mr. Gee. Yes. 

Mr. Heimpurcer. This contract requires that you shall use or 
resell the commodity for feed purposes only. What steps do you take 
to assure yourselves that the people to whom you sell the commodity 
are going to use it for feed purposes only? 

Mr. Bururncuam. We went into that rather thoroughly because 
we did not want any possibility of error. We put out special contracts 
incorporating that same wording identically as in the contract, cleared 
it with the Legal Department of the CCC so that any buyer had to 
sign that contract, and those contracts are on file. 

Mr. Hemmevurcer. In other words, you do require each of your 
buvers, no matter how small a quantity, to contract that he will use 
it for feed purposes only? 
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Mr. Buruineuam. That is right. 

Mr. Hermpurcer. One other question. You mentioned the matter 
of guaranteed price under the contract. One of the members asked 
me afterward what that meant, and I had to confess that I was not 
sure. I wonder if you could not enlarge on it a little bit. 

Mr. Grex. In order to inveigle these people into buying these peas 
from us, as I said before, we had to come up with some sort of advan- 
tageous program that would assure them of protection. Many of 
them were very skeptical that we would ever be able to liquidate 
80,000 tons of peas in our area and we decided therefore that we must 
protect them and so the wording in our contract is as follows: 

The price stated in this contract is hereby guaranteed against decline on any 
undelivered portion of this contract for the life of the contract. 

Which means, and we explained it to them, that if a fellow bought 
a thousand tons of peas for scattered delivery over the next 6 months 
at a price of $45 a ton, if they were correct in assuming that we would 
find it difficult to liquidate the peas at that price, and we found 
ourselves after 3 months in a precarious position and decided to 
reduce the price $5 a ton to, say, $40 a ton to anyone who wanted to 
buy them, then we would reduce the contract price to $40 on any 
portion that that firm had not taken delivery of, which assured them 
that regardless of how far the price of peas dropped they would still 
get the benefit of that break. 

However, we made no provision for advancing the price of the 
contract in the event we wanted to raise the price. 

Mr. Hermeurcer, | have no further questions, Mr. Chairman. 

Mr. Horven. Are there any other questions? 

Mr. Cooury. Just one more, Mr. Chairman. I do not think these 
gentlemen would be concerned with it. I will save the question for 
somebody else. 

Mr. Hoeven. You have no questions, Mr. Coole’ 

Mr. Cootrey. That is all; I am finished. 

Mr. Horven. Are there any more questions? 

Mr. Andresen, we are about to conclude the testimony of these 
three witnesses. Do vou have any questions? 

Mr. AnpreseN. I thank you for giving me the opportunity. I am 
just an innocent bystander. 

Mr. Hoeven. We know of your great interest in agriculture. 

Mr. AnprRESEN. I have been interested in hearing the observations 
that have been made. I do not think at this time that I have any 
particular question to ask. 

This committee is doing a good job under the leadership of the 
gentleman from Iowa and I know that you will uncover the facts. 

Mr. Hoeven. If there are no further questions, I want to sincerely 
thank you gentlemen, Mr. Gee, Mr. Burlingham, and Mr. Farrington, 
for voluntarily appearing be fore this committee and subjecting your- 
selves to our questions. 

If there is anything else that you gentlemen would like to present 
to the committee, I hope that you will afford yourselves of that 
opportunity now. I assume that you are going to depart for your 
homes. If there is anything further you would like to submit, I hope 
you will feel free to do 80, “because after you leave the city we may 
want to make some inquiries, and we do not want to call you back 
here, I am sure. 
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Mr. Farrincron. Mr. Chairman, since my name has been bandied 
about quite a bit in connection with this, I would hope that Mr. 
Cooley in his very good remarks about Bob Farrington, would go the 
same distance in assuring everyone that there was nothing improper 
in anything I did in this. 

Mr. Coouery. I thought I did. I thought I gave assurance that I 
did not believe you would attempt to do it, and I did not think you 
could do it if you tried 

Mr. Farrineton. I appreciate those remarks very much. There 
were certainly some erroneous statements which appeared in the press. 

Mr. Cootny. I do not know that there were any erroneous state- 
ments. There were just implications from any remarks that were 
made. I did not hear anybody charge you with anything at all, 
except that you are Bob Farrington, and they cannot hold that against 
you 

Mr. Horven. There was a speech by Mr. Shelley in which he inti- 
mated there were political maneuvers in this deal. I am very glad 
this has been cleared up. I think I can say on behalf of the members 
of the committee that there is not an iota of political maneuvering 
in the entire transaction as far as we have been able to discover. 

Mr. Ausert. Mr. Chairman, as far as Mr. Farrington is concerned, 
the evidence is clear that he had nothing to do with this because he 
was far off. 

Mr. Horven. Mr. Chase, will you take the stand? 


STATEMENT OF ELWOOD CHASE, ASSISTANT TO THE PRESIDENT 
OF COMMODITY CREDIT CORPORATION—Resumed 


Mr. Jones. I took it from your statement, Mr. Chase, that in your 


pos ition you had the authority Lo necotiate and had the assurance of 


the Commodity Credit Board that any transactions that you made 
in their behalf would be approved by them. Is that correct? 

Mr. Cuase. I do not think it is entirely correct. No. I think 
that any act that I might make would have to be. 

Mr. Jonrs. Let me put it another way. You did recommend to the 
Board that the $30 price be accepted? Is that correct? 

Mr. Cuasn. I did not recommend it to the Board. 1 recommended 
it to my superior officer, Mr. Gordon. 

Mr. Jonus. I want to get that clear. In other words, Mr. Gordon 
is your superior, at least in this particular transaction, and in the 
present position that you hold? 

Mr. Cuase. He is my superior entirely. He and Mr. Davis. 

Mr. Jonus. While you are here with the Government? 

Mr. Cuase. Yes. 

Mr. Jonns. I am now addressing this to Mr. Gordon. 

If you went out to make a deal or negotiate a transaction, you are 
fairly well assured that any action of yours will be approved by the 
Commodity Credit Board; is that correct? 

Mr. Gorpon. Of course, I have an authorization from the Com- 
modity Credit Board up to certain limits. This transaction was 
covered by that authorization. I could have made this contract on 
my own. I mean, I could have authorized the contract on my own. 

Mr. Jones. It just did not have to go to the Commodity Credit 
Board at all? 
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Mr. Gorpon. It did not have to go to the Commodity Credit 
Board. As I pointed out in my testimony yesterday, we have a new 
Board that is anxious to familiarize itself with all phases of Gas 
modity Credit operations. 

I knew the feelings of the Board and I felt that they would want me 
to bring a transaction of this size to them for their consideration; so I 
did. They had no hesitancy in approving the transaction. 

Mr. Jones. What I was getting down to—and this.question will 
be directed to Mr. Chase at the time that Mr. Gordon was testifying 


yesterday, Mr. Chase, and Mr. Sutton asked him the question if he 
wow be willing to se iI all of the other peas that were now owned by 
the Commodity Credit Corporation for $30 a ton, while you did not 


pe oaks ipate in there, it was obvious that you were continually nodding 
your head in the negative, indicating that you would not have ap- 
proved such sale, and then later today you made a similar indication. 

What I was trying to get at, in a matter where the ‘re was such a 
difference of opinion, Mr. Gordon’s opinion would take precedence? 

Mr. Cuassz. I do not think Mr. Gordon and I would disagree as to 
the selling of peas. What I had in mind in nodding my head the 
wrong way is that the peas that are stored East move from the far 
Northwest to the start of the East, anyway, Colorado, Dallas, and 

‘airo, Ill., and as they get moving into that area there is increased 
ns bag in the transit. 

In other words, in the balance of the rate that would have to be 
paid on to destination. For instance, let’s say you were going to 
Savannah with the peas, or some such place as that. The transit on 
them becomes more valuable. 

for that reason, I am hopeful that the price might be a bit better 
than $30 because of the advantage of some of that storage in transit. 

Mr. Cootey. Would you vield? What is the quoted price on peas 
for seed now? Do you have the quoted price? 

Mr. Coase. The Commodity Credit is not quoting a price at the 
moment. 

Mr. Cootry. On May 1 you got out a release, May 1, 1953, in 
which it is stated that assurance is given the buyers of cottonseed 
meal and so forth, that it will not be reduced before July 1, and that 
prices of specified seed will not be reduced before November 1, 1953, 
and Austrian peas is one of the specified seeds. 

On page 4 of that release 

Mr. Gorpvon. That is seed. 

Mr. Coo.tey. At page 4, the bottom: “Austrian winter seeds, bags, 
not certified for purity of germination, 400,000 hundredweight. In- 
formation covering prices, quantities and locations can be secured 
Dallas, Kansas City, Chicago, and New Orleans PMA commodity 
offices. Purchasers must certify that the commodity will be used for 
feed purposes only.’ 

Have you got a published price on that? 

Mr. Cuase. No. There have been no sales. 

Mr. Coo.ry. Suppose somebody wants to buy these peas for feed 
on the east coast. This is a feed item. 

Mr. Cuase. There has not been an attempt to sell it. 

Mr. Cootry. Why? 

Mr. Cuase. Partly, I presume, that we had made the one sale 
and there has been some controversy about it, and I think we would 
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all like to have this thing settled first before we start out to sell the 
rest of the peas. 

Mr. Cootey. This thing is settled. The contract has been signed, 
sealed and delivered, and partly performed. That is water over the 
dam. That statement, Mr. Gordon made yesterday, which my 
friend Paul Jones just referred to, leads me to believe that you will 
never get over $30 for these feed peas on the east coast. 

Mr. Cuasz. Pardon me. I did not get that. 

Mr. Cootey. Mr. Gordon announced yesterday that he would be 
willing to get rid of all the rest of these peas for feed purposes at $30. 

How can you ever hope to get over $30 for them? 

Mr. Crass. I do not know. I will go along with Mr. Gordon. 

Mr. Coo.try. You will go along with him but that is against your 
judgment, isn’t it? 

Mr. Cuasz. I do not think so. The only thing in my mind would 
be this question of transit. That would be the only variation. 

Mr. Gorpon. I think my answer yesterday was that I would, 
because I was anxious to get rid of the peas. 

Mr. Jones. I think you were rather emphatic yesterday. We 
have the testimony here. It seems that you would rather welcome 
the opportunity to get rid of them. 

Mr. Gorvon. I would. 

Mr. Hoeven. Let us clarify the record. This is what the transcript 
shows: 

Mr. Surron. Mr. Chairman, could I ask him two more questions, then I will 


quit. 
Mr. Gordon, would you be willing to scll the rest of the peas down—that you 


got down South at the same price and in the same position—— 

Mr. Gorpon. As a lump lot? 

Mr. Sutrion. Yes, sir. 

Mr. Gorpon. Yes, sir, I would. 

Mr. Surron. Then, if we can find somebody to buy them like that, you would 
like to have them taken off your hands? 

Mr. Gorpon. I certainly would, because I am sick and tired of them. 

Mr. Gorpon. That is right. In other words, I am talking of the 
whole lot of some 20,000 tons that we have left. Again our only pros- 
pect for disposal at the present time has been section 416. 

Mr. Cootey. For what? 

Mr. Gorpvon. Section 416. 

Mr. CooLry. Suppose some feed dealers on the east coast want to 
take these 20,000 tons off vour hands? What must they do? Come 
to negotiate? Or will you give them the public price? Or do you 
intend to go on and negotiate privately? 

Mr. Gorvon. They know the peas are there. If they want to 
entertain a bid on them we will entertain a bid. 

Mr. Cooiey. You are sick and tired of them. If you are sick and 
tired of them, why do you not advertise them and sell them? 

Mr. Gorpvon. | am just before doing it. 

Mr. Coo.try. In other words, if there are any seed dealers on the 
east coast interested, they can get a proposition? 

Mr. Gorpon. Yes, sir. And if I get $30 or better, I will entertain 
it. 

Mr. Cooury. Give all of them a chance next time? 

Mr. Gorpon. Yes, sir. 

Mr. Jones. I have two more questions of Mr. Chase. 
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Mr. Chase, when you called Mr. Gee on the telephone and he replied 
in his telegram saying that he was willing to strike that paragraph 
No. 11 in the contract, would you just tell us informally the context 
of that conversation with Mr. Gee? What did you tell him at that 
time? 

Mr. Cuase. Substantially what he said here. I cannot remember 
the exact words. 

Mr. Jones. Wouldn’t it be rather likely that you would mention 
the fact that there had been a speech made on the floor of Congress 
about that? 

Mr. Cuase. I do not think so, necessarily. 

Mr. Jones. That was your reason for calling, was it not? 

Mr. Cuase. I think the reply was dated after Congressman Shelley 
made his speech, so that——— ; 

Mr. Jones. And the telephone conversation was made after Mr. 
Shelley’s speech also, was it not? 

Mr. Cuase. That is correct. I think I said that this morning. 

Mr. Jones. Don’t you imagine that you mentioned— 

Mr. Cuase. No; I do not think so. 

Mr. Jones. You would not have mentioned the fact that a Congress- 
man made a speech? 

Mr. Cuase. No; I do not think so. I would see no reason why I 
should. 

Mr. AvBert. What was it you had references to in saying that some- 
thing had come up in Washington that made it desirable to take that 
clause out of the contract? 

Mr. Cuase. You already know that, my dear sir. I do not mean 
to put it that way. 

Mr. Jones. Get it in the record. 

Mr. Cuasg. Simply that we had thought and asked them to do 
that because Congressman Shelley had made a speech, and had made 
certain intimations and very close to charges. 

That being one point in the contract that appeared to be contro- 
versial and which I knew to be of no great importance, I promptly 
called them, going into no details as to Congressman Shelley’s speech 
or newspaper articles or anything else. 

I told them that I would like to ask them to please discontinue that 
part of the contract, and they agreed to do it. 

Mr. Hoeven. What did Mr. Gee say to that proposal? 

Mr. Cuase. He said it would be very satisfactory to him and he 
was sure that it would be to Archer Daniels and also to Mr. Bur- 
lingham. 

Mr. Hoeven. He did not insist that section 11 remain in the con- 
tract? 

Mr. Cuase. No; he did not. He was perfectly willing to nullify 
it or delete it, whatever it was. 

Mr. Jones. Did you suggest in this telephone conversation that 
after all that section was not needed, that he had the protection without 
the contract? Did you use any persuasion? 

Mr. Cuase. No, but I did not tell him that. I told him that I 
was sure that he would remember that my original statement to them 
in my office was that we would give them the assurance of territory 
protection until they got their program under way. I used no per- 
suasion. He readily agreed that that was the case and nullified it. 
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Mr. Jones. Just one other question and I am through. Where 
do you think that Mr. Burlingham got hold of your suggestion or 
was apprized of the fact that you would like to sell these peas and 
get rid of them? 

You stated this morning that you had arrived at the point where 
you were making a decision to sell the peas and certain other com- 
modities 
Mr. Cuase. He first heard of it on April 2 from me. 


1 


\ir. Jones. You made that public announcement at this seeds 


Mr. Cuase. Yes; that is correct. I made the announcement, men- 
tioned the peas, that we wanted to sell them and the other items 
concerned, at the meeting on April 2. 


Mr. Jones. You made that before all the members of the com- 
mittee?’ 

Mr. CHasi [ do not know how official a committee it was, but it 
was before all the seeds men present 

\{r. Jones. As | understand it, this seeds committee had a meeting 
here in Washington on Apru 2- is that correct? 

Mr. Cuase. Yes, sir 


Mir. Jones. They had their meeting here in Washington. What I 
am trying to get at is when you told Mr. Burlingham. Did you say 


it ua loud enough voice for the other members of the committee to 
hear if 

Mr. Cuase. | certainly said it in a loud enough voice for everyone 
else in the room to have heard it very readily, and I repeated it. — 


Mr. Jones. You think that ali the members of that committee 
had the same opportunity as Mr. Burlingham did? 

Mr. Cnrase. Yes, I do. 

Mr. Jones. How many members of that committee do you think 
were here at that time? 

Ir. Cuasn. As I testified, I think somewhere between 15 and 20. 

Mr. Jones. That is all that I have. 

Mr. Cuase. I would like to make one more remark, if I might, 
Mr. Chairman. 

Mr. Horven. Go ahead. 

Mr. Cuasr. My remarks were not addressed to Mr. Burlingham 
at that meeting. My remarks were addressed to the group. 

Mr. Horven. Your remarks were addressed to the group? 

Mr. Cuase. Yes, sir. 

Mr. Horven. That was present? 

Mr. Cuase. That was present. 

Mr. Horven. And you explained the whole proposal to them, the 
difficulty you were having, in disposing of the peas. Were there any 
offers made at that time? 

Mr. Cxase. There were no offers to purchase anything made at 
the time. 

Mr. Coo.ry. Right at that time the peas were listed at $50, weren’t 
they? 

Mr. Coase. No; they weren’t listed at all. 

Mr. Cootry. What? 

Mr. Cass. They weren't listed at all. 

Mr. Coouey. | thought you went from $70 to $60 to $50. 

Mr. Gorpon. We didn’t get to $50. 
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Mr. Cuase. We didn’t get to that level. Maybe this will straighten 
it out. See if this answers your question. It was taken out of the 
pricelist as a definite price on April 1. 

Mr. Cooiry. April 1? 

Mr. Cuase. Yes. 

Mr. Coo.tey. This meeting was on April 2? 

Mr. Cuase. This meeting was on April 2. If you will pardon me, 
let me finish my explanation. Then we had the seeds meeting which 
occurred on the second. Then the outlying PMA offices indicated 
that they had had some small increase to buy some peas, and they 
were authorized to sell them at $50. But it was never a quoted price. 

Mr. Cootny. Never below $50 had they been authorized to sell? 

Mr. Cuase. No; they had not been authorized to sell below $50. 

Mr. Coo.iry. They had not? 

Mr. Cuasp. No. 

Mr. Coo.try. At the meeting when you had 15 or 20 dealers, you 
never discussed a price below $50; did you? 

Mr. Cuase. We didn’t discuss any price at all. 

Mr. Cootrey. What? 

Mr. Cuass. We discussed no price at all on April 2 with the seeds 
men. 

Mr. Coo.ry. You were not trying to sell seed very strongly; were 
you? 

Mr. Cuasz. I think I was. 

Mr. Coo.try. You simply said you had some and wanted to sell 
them and nobody asked what you wanted? 

Mr. Cuase. I took this position: This surplus of peas was far better 
off in the hands of the trade than it would be in the hands of govern- 
ment for the long pull. 

Mr. Coo.ry. But nobody asked you for a price and you did not 
quote a price? 

Mr. Cuasse. Nobody asked me for a price at all in that meeting 
and I did not suggest or offer a price to anyone. 

Mr. Coo.ry. So the only time that any figure below 50 was dis- 
cussed was at the meeting with these 3 dealers where you talked about 
40 and they talked about 30? 

Mr. Cuass. A week prior to that when he called me up, I think 
the date was April 14, when Mr. Burlingham called me on the tele- 
phone, he mentioned $30 in his telephone conservation. I told him 
it was too low. 

Mr. Cootry. You were holding out for 40? 

Mr. Cuase. We did not get as far as 40. All I said was that it was 
entirely too low. He said should they come on. They would like to 
come on anyway. I said ‘Certainly, come on. We will talk about 
it.”’ 

Mr. Cootey. When you invited them to come on, they had already 
told you $30? 

Mr. Cuase. Yes. 

Mr. Cooter. They came in, and did they rush out and say “Take 
or leave it; we will take them all at this or we won’t take anything?” 

Mr. Cnase. No. 

Mr. Cootey. You know they are good businessmen and they are 
fast operators, or don’t you? 

Mr. Cuase. Oh, yes; they are fast operators. 

35549—53——_9 
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Mr. Coo.ey. You closed the deal for $30? 

Mr. Gorvon. They testified that it took an hour and a half to 
arrive at the price. 

Mr. Cooter. I know. This is a big deal. This is $2 million. 

Mr. Hoeven. Now long was your offer of $50 held open to the 
trade, Mr. Chase? For what period of time? 

Mr. Cuase. It was held open until this deal was closed. 

Mr. Horven. I mean over the extent of what period of time? 

Mr. Cuase. From April 2 to April 30. 

Mr. Hoeven. As I recall it during that time you were only able to 
sell 1,050 tons? 

Mr. Cuase. The actual figure, according to the GAO, I think, is 
687. Tyeir records were somewhat different from our records, and 
our final tonnage was 717. 

Mr. Horven. After that you did not list them at all? 

Mr. Cuase. After that we did not list them at all. 

Mr. Horven. Then you started looking for a way to dispose of 
them, and this opportunity came along to sell the entire lot for $30? 

Mr. Cuase. I believe these gentlemen came to me and called me on 
the telephone as a result of the seeds meeting, at which the whole 
question of surplus inventories was explored and talked and discussed. 

Mr. Hoeven. When you arrived at an agreement, the sale was 
approved by the Commodity Credit Corporation Board and by the 
Secretary of Agriculture? 

Mr. Cuase. I secured Mr. Gordon’s approval before even telling 
the men it was a deal, subject to the approval of the Board. 

Mr. Horven. Are there any other questions of Mr. Chase? 

Mr. Surron. Yes. 

Mr. Hoeven. Mr. Sutton. 

Mr. Surron. Earlier on the counsel questions, to bring us up to 
date, from March 1952 to January 1953, about a 10-month period, 
more than 2,500 tons of peas were sold at $70 a ton, is that correct? 

Mr. Cuase. I am not able to bring out such figures. 

Mr. Surron. That is taken from the GAO report, and so forth. 

Mr. Coase. Lam notable to. I donot have a figure in that shape. 

Mr. Surron. From January 1953 to April 1, 1953, about 3 months, 
more than 1,000 tons of peas were sold at $60 a ton. Is that correct? 

Mr. Cuase. I have not that figure here. I would say it is ap- 
proximately right. 

Mr. Surron. On April 1, the Commodity Credit Corporation 
ceased quoting the price of peas and announced that information on 
the price could be obtained from regional offices. Is that correct? 
On April 1? 

Mr. Cuase. Yes; that is right. 

Mr. Surron. Up until that time they had never been advertised 
for less than $60 a ton, had they? 

Mr. Cuase. Correct. 

Mr. Surron. In fact, at any time were they ever advertised for 
less than $60? 

Mr. Cuase. No. 

Mr. Surron. The field offices were authorized on April 2 to sell 
the peas at $50 a ton, weren’t they? 


Mr. Cuase. Yes. 
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Mr. Surron. Without advertising or giving a general announce- 
ment that they were available at this price, there were 717 tons sold 
at $50. That was without a general public announcement to anyone, 
other than just your field offices had notification. 

Mr. Cuase. Not that I know of. I think that was confined to the 
field offices. 

Mr. Surron. It wasn’t advertised, the $50-a-ton price? 

Mr. Cuase. Not to my knowledge. 

Mr. Hoeven. Will the gentleman yield? 

Mr. Surron. Yes, sir. 

Mr. Hoeven. Was not a general circular sent to the trade? 

Mr. Gorpon. Yes, sir; in which it was suggested that they contact 
the various commodity 

Mr. Surron. At the same time not at $50. 

Mr. Gorvon. No. It was indicated that they should contact the 
commodity offices for prices. 

Mr. ANpresEN. Would the gentleman yield? 

Mr. Surron. I will always yield to my good friend. 

Mr. ANDRESEN. Isn’t it customary for vou to put out an announce- 
ment accepting offers on different commodities that vou have? 

Mr. Gorpon. We have got several customs, Mr. Andresen. That 
seems to be the thing that is bothering the committee. It depends on 
the commodity and any problems we face. When we run into a com- 
modity like this, where we just don’t have any demand and have a 
tremendous volume, we try to feel for the market by reducing the 
price. When we finally see that no amount of reduction in price is 
going to bring any significant result, we just simply take it off the list 
and give it a rest. 

Mr. ANpRESEN. I notice here—and I think it was in the Federal 
Register not so long ago—you had offers on all the commodities that 
you had and you had them listed in the Federal Register. 

Mr. Gorpon. That is right, sir. We do that every month. 

Mr. ANprEsEN. Beyond publishing them in the Federal Register, 
does the law require you to have publications in the papers throughout 
the country? 

Mr. Gorpon. Yes, sir. Through the papers and through the lists 
that are sent to some 1,500 different people, this information is pretty 
generally disseminated. 

Mr. ANDRESEN. You give that out as a matter of a news item. 
Your are not required by law to do that, are you? 

Mr. Gorvon. No. 

Mr. ANpREsEN. And it is generally published in most of the daily 
papers of the country if you are putting out offers on commodities 
that you want to dispose of? 

Mr. Gorpvon. Yes. We get wide circulation. 

Mr. ANpRESEN. Thank you. 

Mr. Surron. With reference to that, Mr. Chase and Mr. Gordon, 
when the field offices were notified that they could sell these for $50 
a ton, there was no notification to any seed dealers or feed dealers at 
that time, or any publicity about $50 a ton, was there? 

Mr. Cuass. Not that I know of. 

Mr. Surron. While there was no advertising other than ‘“‘If you 
are interested in these, contact the local offices of the Commodity 
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Credit Corporation,” there were 717 tons sold without any advertising, 
weren’t there? At a price of $50? 

Mr. Cuase. That is the correct tonnage. 

Mr. Surron. In other words, it was over 500 tons of peas sold at 
$50 without advertising of prices. 

Mr. Gorpvon. We would assume that those would be those who had 
established a usage for it and would continue to come in and make 
small purchases. 

Mr. Surron. That was for only 2 weeks that you sold these for $50? 

Mr. Gorvon. No. That is for the entire month of April. 

Mr. Cuase. From April 2 on through the month. 

Mr. Surtron. I beg your pardon? 

Mr. Crass. From April 2 on through the month. 

Mr. Gorvon. Through April 30. 

Mr. Surron. One month you sold 700 tons of peas for $50 a ton. 
And you had 80,000. 

Mr. Gorpon. We had something over a hundred thousand tons all 
told. 

Mr. Surron. How much did you sell these peas for that this com- 
bine didn’t get? 

Mr. Gorpon. The same price prevailed wherever they were located. 

Mr. Surron. $50? 

Mr. Gorpon. Yes. If there were any requests in the other terri- 
tories, that is the price they moved at. We would have to go back 
and look at the orders to determine which area commodity office made 
the sale. 

Mr. Surron. Didn’t they average more than $50 a ton? 

Mr. Gorpon. In this month? 

Mr. Surron. Yes. 

Mr. Gorpvon. No, sir. That is the price that was given the area 
commodity offices. 

Mr. Surron. Previous to April, did they average more than $50 a 
ton? 

Mr. Gorpon. Yes. They were $60 for the month of March, 
whatever sales were made. The point that I have been trying to 
make is that at the rate they were moving we never would have 
gotten rid of them. 

Mr. Surron. Why did not the Department formally invite bids on 
the Austrian peas before it lowered the price to $50? 

Mr. Gorpon. I suspect the answer to that might be this: Mr. 
Chase and I are businessmen. We are accustomed to dealing on a 
business basis. This is the usual business basis of doing things. 
When we had the opportunity to make a deal on this basis, we took it. 

Mr. Surron. I am not referring to that. I am referring to previ- 
ous to this time, previous to the consummation of this sale on April 
30, when you permitted your field offices to sell them for $50 a ton, 
why didn’t the Department invite bids on them at that time and 
advertise the sale? 

Mr. Gorpvon. That is part of my answer to Mr. Andresen, that we 
had reached the conclusion there was no longer any use in continually 
dropping the price. It tends to destroy confidence in the first place 
in your price list, and we withdrew the price. 

Mr. Surron. But you could have asked for bids without mention- 
ing the price, could you not? 
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Mr. Gorpon. We could have. 

Mr. Surron. You did not do that? 

Mr. Gorpon. I suspect that we will do that with some commodi- 
ties, and maybe with peas. 

Mr. Surron. But you did not do that in this case, did you? 

Mr. Gorpon. No; we did not. 

Mr. Horven. Will the gentleman yield? 

Mr. Sutrron. Yes, sir. 

Mr. Hoeven. Is it not a fact that the trade in general was well 
aware of the fact that there were thousands of tons of these peas in 
storage on the west coast and that even when offered at $50 you had 
very few takers? 

Mr. Gorpon. That is true, plus the fact that that is considered 
notice to them that they can put in a bid at any time they want 
to do it. 

Mr. Surron. Let us get one thing straight for the record. The 
general trade did not know that you were offering them for $50 a 
ton bec — in that release that you had, which I have a copy of: 

Mr. Gorpon. They were not precluded from bidding $30 if they 
wanted to do it, or $40. 

Mr. Sutton. In this release that you gave out you said, in so many 
words, if you are interested, contact the local office which has control 
of that. In this instance, contacting the local office was bypassed 
in this sale, was it not, when you sold “them at $30? 

Mr. Gorpon. Why would a group of buyers who were dealing 
for a volume such as this feel that they had to stop at the local office? 
Would they not naturally come where the final conclusion- 

Mr. Surron. I do not know, because I am not one of the buyers. 

Mr. Gorpon. Wait a minute. We are talking about a deal which 
would ultimately have to be approved in Washington. Why not 
come to Washington to begin with? 

Mr. Surron. Why have local offices, then? 

Mr. Gorpon. Because they are handling the thing on a smaller 
volume basis. 

Mr. Surron. In other words, if you just sold a few, you would let 
the loc al office handle them. If you sold a lot, you would not? 

Mr. Gorpon. Why, certainly. 

Mr. Surron. Hadn’t it been the policy all along that any sale 
was to originate, large or small, at local levels? 

Mr. Gorvon. I do not know anything in our rules and regulations 
that would preclude the offer being made to the Washington office, 
and we . turn could confirm it direct or through the area commodity 
office. do not know anything in the regulations that says that you 
have to “ to a specific place for your information and your price and 
so forth. But as a matter of administration normally the operations 
within an area take place within that area. 

Mr. Surron. But this was a deviation from what had been done 
before, is that correct? 

Mr. Gorvon. Because of the size of the transaction. 

Mr. Surron. Had you ever in the time that you have been there, 
consummated a sale without the Director of the Grain Branch knowing 
anything about it officially? 

Mr. Gorpon. No, I do not know that I have. And I explained 
why in this particular instance he was not included in this deal. 
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Mr. Surron. When did he offer his resignation? 

Mr. Gorpon. Around the Ist of April, very early in April. 
Mir. Cooter. Will you yield? 

Mr. Sctrron. Ye 
\I 


Coou! You told Mr. Sutton the reason that matter was 


( 
handled as it was handled was because of the size of the transaction 
That is not the onlv reason, ts it? You carried it before the Board 
not only because of the magnitude of the transaction but because 
of the manner in wlu h the negotiations had been conducted? 


\Ir. Gorpvon. No; I would not agree with that 
Mr. Cootey. What? 


\ir. GorDON 1 would not aere with that statement. 

Mr. Cootey. You do not think there is anything wrong in the 
manner im which this contract was consummated? 

\lr. GORDON Indeed | do not 

Mr. Cootey. When you restricted the buyers to those three? 


\lr. Gorvon. Indeed not 

Mr. Cootrey. You are saying that is a policy, and you think you 
ought to carry on an operation of that tremendous organization with 
that kind of closed door poli to transactions of this moment, 
consummated behind closed doors? 

Mr. Gorvon. Let us get straight 

Mr. Cooury. You say vou are businessmen. 

Mr. Horven. Let the witness answer 

Mr. Gorpon. Let us get straight. Are we talking about policy 





orare we talking about ethics, or are we t wking about legality f 
Mr. Cootey. Certainly there is nothing wrong with the legality 
3 questioning that hese men put through a legal 
transaction with you and got the signature of Mr. Tripp, and the 
contract is ( losed. 
Mr. Gorpon. That is perfectly legal 


‘ 1: ¢ . iad : 7 
\Ir. Cooiry. T am asking vou if vou are advocating that ax a 


of it No one 


policy for Government transactions? 
Mr. Gorpon. Not as a general polics 
Ir. Coo_ry. Then it was an exception? 

Mr. Gorvon. It was an exception, and I expect there will be many 
exceptions to our usual procedure. When we handle a $3_ billion 
inventory such as we have to do, you know we have to make exceptions. 

Mr. Cootry. But you know that you have to satisfy the public 
and the ta (payers. You were businessmen before you came lo the 
Government. Now you are a Government bureaucrat. 

Mir. Gorpon. | am learning that. 

Mr. Coo.tey. If you continue this policy you will find out more 
about it 

Mr. Gorpon. And maybe very much to my relief. 

Mr. Cootey. I do not want to prolong it but it is a fact that be- 
cause of the magnitude and because of the manner in which it had 
been consumated, you felt that you should bring it to the attention 
of the board which is probably entirely proper from your standpoint. 

Mr. Gorvon. And they thought it proper. 

Mr. Coorey. I am not complaining of your bringing it to the 
Board. Nobody on this committee is complaining about your bring- 
ing it to the Board. I think that you did the right thing to bring it 
to the Board. The fact is that the Government, if it is 80,000 tons 
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involved, lost $80 a ton. The Government has taken a licking on 
this transaction of $6,400,000. 

Mr. Gorpon. We were about to take a licking of the total amount. 

Mr. Cooiry. You agree with me that that is a fact that it would 
amount to $6,400,000. 

Mr. Gorpon. Yes. 

Mr. Cooury. I am not fussing with you about the loss because we 
have sustained losses on other commodities. It has been rumored 
around here that you are going to have a 10-cent butter sale. You 
are not contemplating that, are you? To sell a pound and give a 
pound for 10 cents? 

Mr. Gorpvon. That hasn’t been discussed. 

Mr. Cooutry. | am glad to nail that down. Thank you. 

Mr. Hoeven. Mr. Sutton? 

Mr. Sutton. I do not know to whom to refer this. I will refer it 
to both of you. These peas that vou now have in storage, and that 
you did not sell to the combine, did you get bids on those? 

Mr. Gorpon. Not so far, no. We are ready now to entertain bids 
on those, and we will so indicate in the near future. We have been 
holding off to some extent on those until we could find out whether 
they fitted into this drought relief program or not. If they do, then 
we think they might well be used in that program, although the 
statement here on the amount and toxicity discourages somewhat on 
their use as a feed. They may not fit into the program. ‘That is 
one of the reasons we have held off asking for bids. 

Mr. Surron. Was that decision after you had sold the others? 

Mr. Gorpon. What is that? 

Mr. Surron. The decision to see whether they would fit into the 
drought? 

Mr. Gorpon. Yes. The problem had not come to a head at that 
time. That just developed in the last few days, as you know 

Mr. Surron. After you find that the peas will not work in a drought 
area, should it come to that decision, do you expect to issue out 
invitations to bid at $30 a ton? 

Mr. Gorvon. No, sir. We expect to issue invitations to bid, and 
it will be on a competitive basis, and you have to give us credit, we 
learn as we go along. 

Mr. Surron. I hope so. The other day when I asked you if you 
were willing to sell—I should direct this to Mr. Chase—when I asked 
you if you were willing to sell the rest of them at $30 a ton, while 
you were answering yes, Mr. Chase was shaking his head. 

Mr. Gorpon. We have just gone over that, sir. I really just 
answered that. 

Mr. Surron. I am sorry I was not here. 

Mr. Horven. That was covered before you came in. There is no 
harm in repeating it. You may make the statement again for Mr. 
Sutton’s benefit. 

Mr. Cuase. I do not differ with Mr. Gordon on it basically. My 
point is that when the peas have moved as far east on the through rate 
from west to east, and are stored in intransit warehouses, that the far- 
ther east you get, the more of the total rate has already been paid in, 
so that your transit balance is rather small. The smaller that going- 
out transit is, I kind of feel the more the peas ought to be worth because 
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you are over there with that freight paid, and your going-out rate is 
much lower. 

Mr. Gorpon. And it is entirely possible that on a competitive bid 
basis we will get a higher offer than $30 a ton. Ifso, we certainly will 
not turn it down. 

Mr. Hoeven. Are there any other questions? 

Mr. Surron. Yes, sir. The GAO report goes on to say: “The 
PMA Commodity offices were not informed at their offices that bids 
of less than $50 a ton would be entertained.” Is that true? 

Mr. Gorvon. That is true. 

Mr. Surron. Had I gone out to Portland, Oreg., PMA office, and 
told those fellows that I would give them $45 a ton for it? 

Mr. Gorpvon. They would have immediately got on the teletype 
and asked us if we would consider such an offer. 

Mr. Surron. But they were not allowed to take the $45 a ton them- 
selves? 

Mr. Gorpon. Not without checking with us first. 

Mr. Surron. Without confirmation? 

Mr. Gorpon. That is right. 

Mr. Hoeven. Are there any other questions? 

Mr. Surron. I have a bunch of other questions. Could we have 
them back sometime? There are some things that will come up that 
I think I should ask them about. 

(Discussion off the record.) 

Mr. Hoeven. If there is no objection, this committee will now 
stand adjourned until 10 o’clock Tuesday morning, June 23. 

(Whereupon, at 4:40 p. m. the committee adjourned, to reconvene 
at 10 a.m. Tuesday, June 23, 1953.) 
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TUESDAY, JUNE 23, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, SUBCOMMITTEE No. 3, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:05 a. m., in room 
1310, House Office Building, Representative Hoeven (chairman of the 
subcommittee) presiding. 

Present: Representatives Hoeven (chairman), Dague, Williams, 
Wampler, Gathings, Albert, and Jones. 

Also present: Representative Cooley. 

Mr. Horven. The subcommittee will please come to order. 

At the last meeting of the subcommittee, I think we were interrogat- 
ing Mr. Chase arid Mr. Gordon. I would like to have Mr. Chase 
resume the stand. 

Mr. Chase, when did the Austrian winter peas in storage first lose 
their value? You had been trying to dispose of them for some little 
time. Then, as I understand it, on or about the month of March 1952, 
they were offered for sale as feed rather than seed. I assume it was at 
that time that the value decreased; is that correct? 


STATEMENT OF ELWOOD L. CHASE AND HOWARD H. GORDON— 
Resumed 


Mr. Cuase. I would say approximately so. I would make the 
statement that somewhere between the second and third year that the 
germination of the seed starts to deteriorate quite markedly. 

Now, you cannot draw a hard and fast line on that. But the 
depreciation, the deterioration curve of germination will start some 
time between the second and third year, and then starts to go down 
reasonably rapidly following that. Now, that is the seed value 
which has nothing to do with the feed value. 

Mc. Hoeven. Well, now, you had some of those peas since 1948 
and 1949, did you not? 

Mr. Cuase. I think since 1949, I believe. 

Mr. Hoeven. And you said they start deteriorating within 2 years? 

Mr. Cuase. I said between the second and third year. 

Mr. Hoeven. What was the approximate value of these peas, on 
or before the 1st of March 1952? 

Mr. Cuase. On or before the Ist of March? 

Mr. Hoeven. Yes. 

Mr. Cuase. I think the value of them is in our market quotations 
which I haven’t got here. I wonder if I might ask Mr. Dahl to 
answer that. 

Mr. Gorpon. Do you mind if I volunteer a little information? 
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If the committee will remember, we testified that we had a 4-year 
supply of these peas if there was no further production. Further- 
more, that there was current production more than adequate to take 
care of the requirements. So, it became more a matter simply of a 
pure surplus which had no possible outlet in the form of seed than it 
did a matter of the quality of the peas for seed purposes. 

And, actually, it is just a matter of salvage on a commodity that 
is in such terrific surplus that there is no possible chance of ever 
utilizing it for the —— purpose, 

Mr. Horven. Mr. Gordon, the thing I am trying to establish is 
this: There was a certain value for these peas while they were being 
offered for seed. Then, when you got to the point where they could 
no longer be offered for seed, you offered them for feed. 

It is my impression that on or about that time the value of the peas 
decre ased conside rably. 

Mr. Gorvon. No question about their having deteriorated from 
the standpoint of their quality for seed. 

Mr. Horven. Mr. Williams, do you have any questions? 

Mr. Winurams. No. 

Mr. Hoeven. Mr. Gathings? 

Mr. Garuinas. Mr. Gordon, I realize you were carrying out the 
functions of your Department in the disposition of these peas. The 
Congress enacted a Price Support Act and your Department is 
charged with administering it. 

The Government acquired these peas, and then after so long a 
time they deteriorated and came to the point that you felt that it 
was best that the Government salvage at least something from 
them. 

[ just wondered just like the chairman here just when did that 
point arrive that they were no longer suitable for planting as seed? 

Mr. Gorpon. We had reached the point where we did not want to 
stand back of them from the standpoint of suitability for seed. 

Mr. Garnines. Who made the decision that they should be sold 
as feed instead of seed? 

Mr. Gorvon. That was made in the Grain Branch, with the folks 
who are handling the commodity. 

Mr. Garuinas. Is this kind of a precedent-setting procedure; is 
this the first time to your knowledge that these Austrian peas had 
evel been us id for feed? 

Mr. Gorpon. Yes. So far as I know. If you will remember, one 
of the buyers the other day testified that there had been use made of 


the cull stuff—that is, the stuff which came from the cleaning and 
so on of the seed pes in the feed in a very limited way out there. 
But he also said that was not in a commercial way. 


Mr. Horven. Mr. Dacu 

Mr. Dacur. I have only one comment 

And it seems to me a new market will have been opened up by the 
circumstances which compelled the Department to put these peas on 
the market for feed 

| have been persuaded from the start that the thing that should 
not be lost sight of is the fact that we are saving these enormous 
storage charges and that we have here apparently what I hope will 
become the policy of the De ‘partment to unload these commodities 
when they reach the point where they might not any longer be salable 
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I believe that you, Mr. Gordon, and you Mr. Chase, should have the 
commendation of this committee for what has been done in this partic- 
ular instance ia liquidating these holdings of Austriaa winter peas. 

Mr. Hoeven. Mr. Jones. 

Mr. Jones. Just following out the statement of Mr. Dague, I do 
not believe that he intended to convey tbe idea—but I would like 
to get it from you. Do you consider that in the future that this will 
be the policy, as followed in this sale, of having one group completing 
a sale before other people have an opportunity of knowing what the 
price would be? 

Mr. Gorvon. You are askirg the question with respect to policy 
to be pursued in disposing of them rather than the matter of policy 
of holding them? 

Mr. Jones. I mean the procedure to be followed in disposing of 
them, ves. 

Mr. Gorpon. Well, if you will remember, I indicated the last day 
we were here that Mr. Chase and I, having business backgrounds, 
proceeded on the basis of good ordinary business practice. 

Now, it seems that that does not meet with the approval of folks 
who establish policy and so forth; and, if Congress prefers that we 
follow some other procedure, then we are perfectly willing to do so 
We make no apologies for what we did on this last occasion, because 
we did it honestly, sincerely, and because we thought it was good 
business to do it. 

But, if it becomes apparent that we have got to resort to bids and 
the longer procedure and all that kind of thing, we are perfectly 
willing to do it. As a matter of fact, on the remaining ones, as | 
intimated the last time, we had had a request for bids ready for a 
week or two, a couple of weeks, I guess. And yesterday, we released 
that request for bids for the remainder of the 120,000 tons which we 
had on hand. 

Mr. Jones. Do you not see, Mr. Gordon, that a sale consummated 
such as this was would give an opportunity for criticism, whereas 
by offering any commodity for sale to the general public would not? 

Mr. Gorvon. Well, I think that there was a great deal more 
publicity attached to the sale than the committee seems to have been 
able to feel was attached to the sale. 

In other words, withdrawing it from the list and also asking quite 
a number of concerns in that territory if they would be interested and 
so forth and some 

Mr. Jones. Wait a minute now. There is no testimony about 
asking people if they would be interested in the sale now. 

Mr. Gorpon. Yes. 

Mr. Jones. At the $30 price? 

Mr. Gorpon. We did not ask these folks if they were interested at 
$30, Mr. Jones; we simply asked them to come in and make an offer. 
We never set the $30 figure. 

Mr. Jones. Well, I cannot get this though: Why were these the 


only people invited to come in to make a bid? 
Mr GorDON. But they were not. We asked 2 or 3 of the large 
feed concerns in that territory if they would be interested. And 


there was ample opportunity for this information to be spread pretty 
well abroad in that territory out there. 
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Mr. Jones. I have been here during all of this hearing and I have 
read most of the testimony. Do you recall the names of the people 
you invited to come in to—— 

Mr. Gorpon. Yes. Mr. Chase testified on that. 

Mr. Cuasr. I testified that I had discussed the matter with Mr. 
Donald Stephens, vice president of General Mills and I had asked 
him to pass on the information to Mr. McNeal, operating vice presi- 
dent of Pillsbury, Inc.; and that we had also discussed this matter 
very thoroughly with a group of seedmen in my office; and that it 
was suggested that we secure a list. 

Now, as I remarked before, that was more or less—it was not a 
previously called meeting, as far as | was concerned; because the men 
had come to Washington to talk with Mr. Williams over in ACP 
regarding the use of seeds in that work and came to me in my office 
to discuss the question of surpluses. And I did talk over surpluses 
with them. 

And there was no list of names kept by my office; and I find that 
we cannot get one from Mr. Williams’ office. I don’t think it wes. 

I have the names of the men here. I cannot guarantee that it is 
complete; but I think it is reasonably sure that every man whose 
name I will read was there, because I have checked it with Mr. 
Burlingham, one of the buyers who was present at the meeting. 

Mr. Jones. This April 2 meeting you are talking about now? 

Mr. Cuase. Yes. And the list has also been checked by Mr. Heck- 
endorn, secretary of the American Seed Trade Association, who was 
also at the meeting. 

Mr. Jones. Now; at that meeting on April 2, there was no mention 
of price made to those people? 

Mr. Cuase. No, no. 

Mr. Jones. In other words, these 3 people were the only people 
that the $30 price was mentioned to? 

Mr. Gorvon. We did not mention that. They are the ones who 
suggested the $30 figure, Mr. Jones. 

Mr. Jones. What I am trying to get at is: No one else had an 
opportunity to buy these peas for $30 a ton except the 3 men who 
were there. 

Mr. Gorpon. All of these other folks that have been mentioned 
had the same opportunity to make a suggestion. 

Mr. Jones. I disagree with you there. What I am saying is: No 
one else had an opportunity at the $30 price. The previous low price 
was $50 a ton that was on your list; is that right? 

Mr. Gorpon. No; that was not on the list. 

Mr. Jones. $60 was the lowest price on the list. 

Mr. Gorpon. But I could not agree that nobody else had the oppor- 
tunity, Mr. Jones. Now, it, of course, would depend on how you 
interpreted the situation. But I can see how you would interpret it 
that way; but I would not agree in the face of what I know about the 
opportunities— 

Mr. Jones. I do not want to take up any more time, but I do not 
think that Mr. Dague wants to leave the impression here that we, or 
this committee, would be recommending that Commodity Credit 
Corporation should follow a similar procedure in disposing of our 
surplus commodities. 
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I can agree that I would like to see us dispose of them and to relieve 
this storage all right; but I certainly would not concur that we would 
be justified or the C ommodity Credit C orporation would be justified 
in consummating sales that way without giving the public an oppor- 
tunity to participate, because I think it leaves too much room for 
criticism that has been directed at this sale here. 

Mr. Dacve. I cannot find anything irregular or reprehensible in 
what has been done; and I am certainly in agreement with what 
Mr. Gordon said—that the general public had an ample opportunity 
to bid. There was nothing to prevent anyone who was reasonably 
well acquainted with the way the market operates to take advantage 
of the availability of these winter peas and come in and make a similar 
offer; and I commend you for making it possible for these other people 
to come in, these three men who joined in the bid which they offered 
you. I just cannot become exercised over what I feel was good mer- 
chandising and which has saved the taxpayers a lot of money. 

Mr. Hoeven. I do not think we should belabor the point. We have 
discussed this pro and con now for a long time. Let us see if we have 
this thing straight. 

At the April 2 meeting, you had a number of people present. How 
many did you have there. 

Do you want to submit that list for the record? 

Mr. Cuase. I would like also if you would let me to read the names. 

Mr. Hoeven. All right. 

Mr. Cuase. E. Gordon Burlingham, of Forest Grove; Howard 
Jenks, of the Jenks-White Seed Co., of Salem, Oreg.; Don Gillispie, of 
the Pacific Supply Corp., of Portland, Oreg.; Mr. Stewart Simpson, 
of Simpson Nurseries, Montice llo, Fla.; Mr. W. E. Tidwell, of Sewan, 
Inec., Columbus, Miss. ; Lloyd Brown, of the Albert Dickinson Seed 
Co., Chicago, Ill.; Albert Mangelsdorf, of Mangelsdorf Bros. Seed 
Co., of St. Louis, Mo.; Charles Ross, of the Ross Seed Co., of Louis- 
ville, Ky.; Mr. William Heckendorn, American Seed Trade Associa- 
tion, Chicago, Ill.; Charles Emory, Northrop King Co., of Berkeley, 
Calif.; Max Scarff, president of the American Seed Trade Association 
of New Carlisle, Ohio. 

Those names we are sure were there. I cannot guarantee the list 
as being a complete list. 

Mr. Horven. Now, at that meeting, the problem of Austrian 
winter peas was discussed? 

Mr. Cuasz. Yes. 

Mr. Hoeven. And, as a result of that meeting, there wera no 
offers made at that meeting for the purchase of these peas? 

Mr. Cuaset. No, sir. 

Mr. Hogven. Subsequent to the meeting, as I understand it, Mr, 
Farrington or others got in touch with you. Who was it? 

Mr. Cuase. Mr. Burlingham. 

Mr. Hoeven. Yes. He got in touch with you and as a result, the 
sale was consummated? 

Mr. Cuase. Correct, sir. 

Mr. Horven. Now, everyone present at this April 2 meeting, being 
fully advised as to the circumstanc es, had a perfect right to make an 
offer, did they not? 

Mr. Cuase. Yes. 
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Might I interject, Mr. Chairman, that they had a perfect right to 
try to buy these peas or any other of the seed stocks which were avail- 
able for sale. There were 1 or 2 others. 

Mr. Gorpon. Is it not true that the seed trade was notified of the 
possibility of entering into negotiations for seed in this inventory? 

Mr. Cuase. At this time; yes. 

Mr. Gorpvon. That is what I say. 

Mr. Cuase. Yes, it is true. 

(Discussion off the record.) 

Mr. Garuines. I would like to ask a question of Mr. Gordon and 
Mr. Chase. I would like to know whether or not since Mr. Gordon 
made the statement in the meeting last week, whether you have any 
offers at $30 a ton for the remaining peas that you have stored in the 
other parts of the country? 

Mr. Gorvon. We have had no offers as a result of that statement 
or of the sale which was made prior, so far as I know. 

Mr. Horven. Now, as a result of these hearings, [I assume there 
has been rather wide publicity given to the fact that the sale in ques- 
tion was made at $30 a ton. And, as I understand it, there are 
possibly 464,000 hundredweight of Austrian peas remaining to be 
disposed of 

During the intervening period from the time this hearing com- 
menced, and up to the present time, have you had any offers to pur- 
chase the remainder of the peas at $30 a ton? 

Mr. Gorpon. Not so far as I know. 

We have heard—Mr. Richards, who is Assistant Administrator for 
Commodities, who is here, neither he nor I have heard of any offers 
as a result of this publicity. 

Mr. Hoeven. Are there any other questions of these witnesses? 

(No response. ) 

Mr. Hoeven. If not, we will excuse you gentlemen temporarily. I 
hope you will remain available for a little while. 

The next witness will be Mr. Arnold 5. Dahl, Chief, Merchandising 
Section, Procurement and Sales Division, Grain Branch, Production 
and Marketing Administration. 

Do you have a statement, Mr. Dahl? 


TESTIMONY OF ARNOLD S. DAHL, PROCUREMENT AND SALES 
DIVISION, GRAIN BRANCH, PRODUCTION AND MARKETING 
ADMINISTRATION 


Mr. Daut. I have no statement to make; no, sir. 

Mr. Horven. Gentlemen of the committee, Mr. Dahl has made 
himself available for questioning. He is one of the individuals who 
had some direct connection with drawing up the contract in question. 
Does any member of the committee want to interrogate Mr. Dahl on 
any phase of drawing up the contract? 

Mr. Jonss. Mr. Tripp is not going to be here? 

Mr. Hoeven. Well, Mr. Tripp may be here. I understand he will 
be available either today or tomorrow. He is on his way back to 
Washington. 

Are there any questions you wish to direct to Mr. Dahl, Mr. 
Heimburger? 
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Mr. Hermpurecer. I would Jike to ask Mr. Dahl a question or two, 
Mr. Chairman. 

You testified that you are the person who drew up the first or 
preliminary draft of the contract; is that correct? 

Mr. Daut. Yes, sir. 

Mr. HeimpurGer. And you did this on the instruction of John 
Tripp, who is your superior in the Department of Agriculture; is that 
correct? 

Mr. Daut. Yes, sir. 

Mr. Hermpurcer. And Mr. Tripp was at the meeting of April 17, 
on which an oral contract was entered into? 

Mr. Dau. Yes, sir. 

Mr. HermpurGer. For the sale of peas; is that correct? 

Mr. Dant. Yes, sir. 

Mr. HermpBurGer. So that what he related to you then was the 
essence of that oral contract that you were to reduce to writing? 

Mr. Dant. Tha is right, sir. 

Mr. Hermspurcer. Now, did he give you any writing or memo- 
randum of any kind as an indication of this contract which had been 
entered into? 

Mr. Dauu. No, sir. 

Mr. Hermpurcer. What did he tell you about the provision you 
were to put in the contract with regard to the condition of the peas 
at the time they were picked up by the purchasers? 

Mr. Dau. I| don’t believe it was mentioned, sir. 

Mr. HermpurGcer. Well, what would be the usual provision that 
you would put into the contract on that point? 

Mr. Danu. When I started to write the contract on that point, 
when I came to “Quality” we always put in the provision about 
quality. I didn’t have any instructions from Mr. Tripp; so I made it 
just as tight as I could, knowing that it would be subject to negotia- 
tions with the buyers and with Mr. Tripp afterward. 

Mr. Hermpurcer. Would you mind telling us what you mean by 
“as tight as you could’’? 

Mr. Dant. I just put in “as is, where is.” 

Mr. HermpurGer. So that the first draft of the contract that you 
wrote contained on the subject of quality at the time of the delivery 
an “as is, where is’’ provision? 

Mr. Dant. That is right. 

Mr. Hermmpurcer. Well, when was that provision changed in the 
contract; do you know? 

Mr. Danv. That provision was changed during our negotiations 
with the three buyers. There are really two reasons why it was 
changed. One is that the mere ‘‘as is, where is” is not a good legal 
specification unless it is further modified by a provision that they 
won’t go—that is, warranted that we will not guarantee as to any 
grade. So that, with an implied just ‘as is, where is’’—or for selling 
it for feed—it is implied or guaranteed that it is fit for feed. 

Mr. Hermpurcer. Now, let me get this straight. Your position 
is that even an ‘‘as is, where is’’ provision would have implied that the 
peas were fit for.the purpose for which they were being sold, to wit, 


feed? 
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Mr. Dan. That, of course, is more a legal interpretation than a 
technical interpretation; and perhaps one of the other witnesses can 
give you a better explanation of it than I can. 

However, there is another reason why we put the warranty in, in 
that it was suitable for feed; and that is that Commodity Credit 
Corporation has a contract with the warehousemen in which the 
warehouseman guarantees to deliver the seed in a sound condition. 
If it is not in a sound condition, it is due to the length of time it has 
been in the warehouse in that part of the country. If it was not for 
the neglect of the warehousemen, the peas would be in good sound 
condition. We knew that. If we sold them without any guaranty, 
as is, where is, the warehouseman could deliver to the buyer anything 
that he picked up from the floor, swept up and put in bags. And he 
would have no recourse. 

Under the contract as it is written, if the warehouseman does deliver 
goods of that kind, the buyer can reject it to Commodity Credit Cor- 
poration, and Commodity Credit Corporation can go to the warehouse- 
man and enforce this contract. 

Mr. Hermpurcer. You mean to tell me that you had a firm con- 
tract with each and every one of these, say, a hundred different ware- 
housemen to deliver these seeds in good condition? 

Mr. Dau. That is right. Bagged. 

Mr. Hermspurcer. An enforcible contract? 

Mr. Dant. That is right. 

Mr. HemmBurcer. Well, now, to get back: Exactly when was this 
provision changed? You drafted an “as is, where is” condition in 
your original draft; now, when was that changed? 

Mr. Danv. Well, I am not sure. The contract was drafted after 
just a few minutes of talking with Mr. Tripp. And I just wrote out 
a more or less rough draft of a contract, knowing, of course, that it 
was going to be gone over sentence by sentence and word by word 
in the negotiations with the buyers. 

After we had typed up this first draft, in the afternoon we went 
into this meeting with the buyers, and we started reading it word for 
word from the beginning. Now, when we arrived at the—I am not 
sure whether it was the first day or second day that we arrived at the 
“quality’’ provision—I think it was the first day, because it is rather 
close at the beginning of the contract. 

Mr. Hermpurcer. Do you remember who made the suggestion that 
the “quality” provision you had put in the first draft should be 
modified? 

Mr. Dau. I think it was one of the buvers. It may have been 
Mr. Burlingham. I am not sure. Mr. Burlingham, of course, is 
familiar with our contract, because he is from that country out there 
where these peas have been stored, and he has been in the program 
for many, many years. And he knows what our contract with the 
warehousemen is. 

Mr. Heimpurcer. Are you familiar with the quality of these peas 
which have been delivered under this contract. Do you know whether 
any off-condition peas have been offered for delivery under this con- 
tract? 

Mr. Dani. No; I do not know. 

Mr. Hermpurcer. Is there anybody here who knows? 
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Mr. Chase, will you answer that question, please. 

Mr. Cuase. The buyers reported to me that they had not taken 
out any peas that had run bad. They had run into some bad bags, 
but those bags have been repaired by the warehouseman. 

Mr. Hermpurcer. Mr. Chase, while you are on your feet, the 
GAO report states that it was your memory of the April 17 meeting 
which resulted in the oral contract of sale, that the peas were to be 
delivered on an ‘as is’’ condition; is that correct? 

Mr. Cuase. That is correct. 

Mr. HermpurGcer. Thank you. 

1 have no further questions. 

Mr. Horven. Mr. Dahl, I have before me a press release dated 
June 22, 1953, with reference to the offer for sale by the Commodity 
Credit Corporation of the remainder of Austrian winter peas. Was 
that particular matter handled by you? I note that further details of 
the offer are to be obtained through your office. 

Mr. Daut. Yes, sir. 

Mr. Hoeven. And the Department of Agriculture is offering to 
sell on an offer and acceptance basis 463,996 hundred weight of Austrian 
winter peas which is the remainder of the 1949-50 crop of peas acquired 
under the price support by the Commodity Credit Corporation. 

How are those peas being offered for sale? 

Mr. Dauu. An announcement has been issued to the trade. It 
goes out—-l am trying to think of the number—-I think it is about 
1,500, on the regular list, as well as about 89 firms or persons who 
have written in and asked about either the Austrian winter peas, about 
this last sale that was made, and asking about the balance of them. 

And this announcement states that the offers would be accepted by 
June 30, at which time they will be opened and acceptances will be 
mailed to the successful bidders on July 3. 

Mr. Hoeven. Are these peas offered for sale for feed purposes 
only? 

Mr. Daunu. That is right, sir. With one exception: that if they 
are exported, and if the price is above $1.75, they can be used for any 
use abroad. 

Mr. Hoeven. And the offer is made for the sale of the entire 
remaining stock of Austrian winter peas? 

Mr. Dant. Yes, sir. 

Mr. Horven. And you are willing to consider any offer that is 
properly made under this notice? 

Mr. Daut. Yes. 

Mr. Horven. Do you have a copy of that press release with you? 

Mr. Dant. Yes, sir. 

Mr. Hoeven. If there is no objection, gentlemen, I think we might 
insert the press release in the record at this point. It may be inserted 
at this point. 

Mr. Daut. Would you like to have a copy of the announcement 
also? 

Mr. Hoeven. The announcement of the sale? 

Mr. Daut. We call this announcement the request for offers. 

Mr. Hoeven. If there is no objection, both of the documents may 
be inserted in the record at this point. 


35549—53——10 
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ANNOUNCEMENT GR-245 
UNITED STATES DEPARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING ADMINISTRATION 
Washington 25, D. ¢ 


JUNE 19, 1953 
SALE OF AUSTRIAN WINTER PEAS 


The Cor cit Credit Corporatior hereinafter referred to as CC ¢ announces 
at it contemplates sale of Austrian winter peas and is prepared to receive 
Offer 4 re ibject to this announcement and Form Grt—245. Offers to 
irchase must | ibmitted by telegram or letter and must be received bv 


| rement and Sales Division, Grain Branch 
Production and Marketing Administration 
U.S. Department of Agriculture 

Washington 25, D. ¢ 

later tha 5:00 p. m EDT), June 30, 1953 


The quantities for sale by location are as follows 


New Orleans PMA Commodity Offiec ITundredweight 
Tuscaloosa, Ala IS, 345 
Little Roc Ark 12, 900 


Helena, Ar! t 72 
At nta, Cra 34, 054 
Meridian, Mi 19. 809 


( imbus, Miss 02, 292 
coca. illen 13.115 
(‘hester, S. ¢ 9 857 
Chattanooga, Tenn 6. 925 

Total 172, 021 


Chicago PMA Commodity Office: 
( alro, Ii] 63, 360 
Mound City, Ill 5, 548 
IHlenderson, Kx 9, 940 


Total 78, 848 
Dallas PMA Commodity Office 


Clinton. Okla 
Yurant, Okla 





Kansas City PMA Commodity Offies 
k:Ismere, Colo 14, 661 


Grand total 163, 996 
Offers must | for the purchase of entire quanti or entire quantities at one 
re of the above location Offers will be considered on the basis of price 

and antitv, and CCC reserves the right to reject anv or all offers 


Names of warehouses where peas are store d may be obtained from the director 
ot the appropriate PM \ commodit office 


All offers must ate the following 
Pe the offer i ibject to the terms and conditions of Announcement 
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Quantity by location. 
Price in terms of dollars per hundredweight 

(4) A certification that if the peas are sold or used domestically they will 
be sold or used for feed purposes only and none of them will be sold dsmestic- 
ally for seed for planting or for food for human consumption. 

(5) If the price offered is less than $2.75 per hundredweight, a certification 
that the peas if sold for export will be sold for feed only end will be ground or 
crushed prior to export 


») 
2 
o 


6) Name and address of bank to which sight draft and warehouse receipt 
should be presented 
Offers to purchase shall be subject to acceptance by CCC in whole or in part 
except that acceptance by CCC with respect to less than the entire quantit 
at_ a location shall not be binding unless confirmed by the buyer Noti-e of 
acceptance will be by telegram or letter not later than midnight (EDT), Julv 3, 
1953 
Further information with respect to this announcement may be obtained 
communicating with Arnold S. Dahl, Grain Branch, USDA, Washington 25, 
> 4 telephone RI public 7--4142, extension 3391, or the PMA commodity 
ffices listed above. 


by 
25 


Witittram McArruur, 
Acting Director, Grain Branch. 


Form Grt—245 June 16, 1953 
Unirep Srates DEPARTMENT OF AGRICULTURE 


COMMODITY CREDIT CORPORATION 
Washington 25, D. C 


AUSTRIAN WINTER PEAS 


TERMS AND CONDITIONS OF OFFERS OF SALE 


1. General—In submitting an offer to purchase, the terms and conditions of 
this form shall become a part of the offer to purchase. Upon acceptance by 
CCC, the offer and acceptance shall become a valid and binding contract except 
that if the acceptance is with respect to less than the entire quantity at a location 

binding contract shall not result unless such acceptance is confirmed by the 
Duver 

2. Basis of sale-—The Austrian winter peas sold shall be as-is, where-is, bs 

store, CCC will pay the cost of loading the peas out of storage into cars or 

trucks at point of storage. 
3. Quality —CCC makes no warranty as to germination, varietal purity, quality 
or condition of the peas and bags other than that the peas at the time of delivery 
hereunder shall be in sound merchantable condition for feed purposes. Liability 
for breach of this warranty shall be iimited to return of the purchase price of 
any quantity which fails to meet such warranty and is re‘ected to CCC by the 
buver at the storage location within 60 davs after delivery hereunder 

1. Delivery.—CCC shail make delivery of the peas in store by presentation of 
varehouse receipts or delivery order effecting transfer of title to the bank named 
n buver's offer within 15 days after acceptance of the buver’s offer Under no 
‘umstances shall CCC be responsible for delays in delivery or nondelivery of 
e peas due to any cause beyond the control of and without the fault or negligence 
ff CCC ineluding but not restricted to acts of God, acts of public enemy, acts of 
war, acts of the ¢ 





eir 


rovernment, nres, floods, epidemics quarantine restricti ms, 
strikes, failure of warehousemen to meet delivery schedules and such delavs 
shall not excuse the buyer from accepting delayed delivery of the peas after ar 
of the periods provided for above or any extension thereof. 

5. Title and risk of loss.—Title to the peas and risk of loss and damage shall 
pass to the buyer at the time of delivery 
- 6. Transit.—lIf shipment is made by rail, the buyer shall pay to CCC the value 
of any inbound transit billing held by CCC and made available for application on 
outbound rail shipments to the extent that such billing causes the transportation 
costs to destination to be less than local transportation costs from the storage 
point. At storage points where transit privileges are available only to CCC 
and available inbound billing is applicable, CCC shall pay outbound rail trans 
portation costs to destination and the buyer shall reimburse CCC in an amount 
whl 





h covers such costs, plus the amount by which the rail transportation costs 
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Determination of net weight—The net weight of that quantity of the peas 
i g L 1 ; I 

which is loaded out of storage within 60 days after delivery shall be determined 
by multiplving each bag of the peas loaded out by 100 pounds. In the event any 


t 
quantity of the peas remains in store at the expiration of such 60-day period, the 
net weight shown on the warehouse receipts shall be conclusive notwithstanding 


the number of bags subsequently loaded out. 

hall assume any and all warehouse charges 
except loading out charges) accruing after the end of the month in which delivery 
‘5 mad 

is ack 


4 Storage charges The buver s 


all be against sight draft, to be drawn 
) yuver DV CCC and presente 1. { yvether with the warehouse receipts or 
delivery order to the bank named in the buyer’s offer. The sight draft shall be 
! } 


9. Payment of purchase price Payment s! 





dra the basis of warehouse receipt weight, but such payment shall be adjusted 
as pr led in section 7 as to that portion of the peas loaded out within 60 days 
alte ae ery 
10. Use of peas Restrictions and requirements as to use will be as follows: 
. ; ; 


the peas shall be used or sold domestically for any other purpose 
than use as animal or poultry feed 
of the peas are exported, they shall be ground or crushed prior to 


export unless the purchase price pa d hereunder is not less than *2.75 per hundred- 





weight 1 whi event the buyer must supply proof of exportation if the peas are 
‘ pore | e Tor! 
The buyer must certify as to the time and place of grinding or crushing of 
| is to he so ¢ ported 
11. Damages In view of the difficulty of establishing the exact amount of 
damages to CCC particularly to its price support operations in the event the 


peas are used domestically for human food or for seed or if any of the peas pur- 
( ased at less than the price specified in section 10 (b) above are exported without 
being ground or crushed prior to export, the buyer shall pay to CCC as liquidated 
damages and not as a penalty a sum computed on the number of hundredweight 








disposed ¢ ) n of the terms hereof as follows 

l li the peas are use 1 domesti lor huma 1 food or for seed either by 
the buyer or any subsequent purchaser, such damages shall be computed at 
the rate of the difference per hundredweight between the purchase price 
und 

b) If the purchase price is less than $2.75 per hundredweight and the 
peas are exported without being ground or crushed prior to export, such 
da i he co p 1 at the rate of the differe nee per hundredweight 

the purchase price and $2.75 


The buyer agrees by acceptance of peas hereunder that the prices upon which 


} 
} 


mages are based represent fair market prices for such peas for the uses 
involved Failure of the buyer to either (1) supply proof of export if the purchase 
price is not less than $2.75 per hundredweight, or (2) certify that the peas have 
been ground or erus»ed or otherwise used for feed purposes within 6 months 
after the date of acceptance of the buver’s offer, or bis failure to maintain complete 


mn of the peas or to make such 











and accurate records of all sales or other disp S101 
records available to CCC for audit, shall constitute prima facie evidence of the 
buver's failure to comply with the foregoing restrictions as to use 

12. United States Government funds Che buyer shall not use in making pay- 
ment for the peas, nor resell the peas for any funds appropriated by the Congress’ 
f United States for foreign aid purposes 





oO 
. Assignment No contract covering the purchase of these peas shall be 
assigned by the buver, in whole or in part, without prior written consent by CCC. 
14. Contingent s.—The buyer warrants that he has not employed any person 


to splicit or secure a contract upon any agreement for a commission, percentage, 
brokerage, or contingent fee and that no such consideration or payment has been 
or will be made. Breach of this warranty shall give CCC the right to annul a 
contract, or, in its discretion to add to a contract price or consideration the 
amount of such commission, percentage, brokerage, or contingent fees. This 
warranty s all not apply to commissions payable by a buyer upon contract or 
sale secured or made through bona fide established commercial or selling agencies 
maintained by a buyer for the purpose of securing business 

15. Officials not to benefii—-No Member of or Delegate to the Congress of the 
United States, or Resident Commissioner, shall be admitted to any share or part 
of a contract or to any benefit that may arise therefrom, but this provision shall 
not be construed to extend to a contract if made with a corporation for its general 
benefit. 





2 
* 
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Unrtep States DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, June 22, 1958. 


REMAINDER OF AUSTRIAN WINTER PEAS OFFERED FOR SALE BY CCC 


The United States Department of Agriculture today announced an offer to 
sell, on an offer-and-acceptance basis, 463,996 hundredweight of Austrian winter 
peas, Which is the remainder of 1949-50 crop peas acquired under price support 
by the Commodity Credit Corporation. The peas are offered for sale for domestic 
use as feed only, and for unrestricted use for export or for use as feed for export, 
if ground or crushed before export. 

Purchase offers must be received not later than 5 p. m. (e. d. t.), June 30, 1953, 
by the Procurement and Sales Division, Grain Branch, Production and Marketing 
Administration, Commodity Credit Corporation, Washington 25, D. C. Offers 
must be for the purchase of the entire quantity of 463,996 hundredweight, or for 
entire quantities at one or more of the locations listed in today’s announcement. 
Offers will be considered on the basis of price and quantity, and CCC reserves 
the right to reject any or all offers. 

Offers must be accompanied by a certification as to the use of the peas. The 
offers shall be subject to acceptance by CCC in whole or in part, except that 
acceptance by CCC with respect to less than the entire quantity at a location 
shall not be binding unless confirmed by the buyer, and notice of acceptance will 
be by letter or telegram not later than midnight (e. d. t.), July 3, 1953. 

The quantities offered for sale, by location, are as follows: 


Hundredweight | Hundredweight 
Tuscaloosa, Ala_...---- .. 18,345 | Clinton: Okla... .....- iy 19, 590 
Little Iock, Ark. swe fan Gee) Daren. VEE... ccicccucucce MEO 
Helena, Ark-_--. eae 4, 724| Fairview, Okla . -. 18.183 
Atlanta, Ga___-_-- a 34, 0F 4 | Shawnee, Okla_- ; 18, 902 
Meridian, Miss_-.. 19, 809} McAlester, Okla___- . 13,102 
Columbus, Miss_..._..--- 52, 292} Amarillo, Tex___ .... 49, 865 
Amory, Miss_._.._-----. 13, 115 | Lubbock, Tex.____- 40, 624 
Chester, S. C_- : 9, 857| Fort Worth, Tex- . Wiss 
Chattanooga, Tenn oe 6, 925 | El Paso, Tex- : 8, 523 
| 
(i dis ; 172, 021 Total 3 - icewss Ieee 
Elsmere, Colo.4.......--.-- : 14, 661 
Cairo, Ill__- ; as a 63, 360 z : 
Mound City, IIl- et 5, 548 | Grand total_- Le 163, 996 
Henderson, Ky_- . 9, 940 
Total ?__- ee: 


1‘ Names of warehouses where peas are stored may be obtained from the Director, PMA Commodity 
Office, New Orleans, La Tek phone Canal 6751 

2 Warehouse locations obtainable from the Director, PMA Commodity Office, Chicago, Il. Telephone: 
Webster 9-7000 

3’ Warehouse locations obtainable from the Director, PMA Commodity Office, Dallas, Tex Telephone 
Riverside 6951 


4 Warehouse location obtainable from the Director, PMA Commodity Office, Kansas City, Mo. Tel- 
ephone: Baltimore 7000 

Further details of the offer announced today may be obtained from Arnold 8. 
Dahl, Grain Branch, USDA, Washington 25, D. C., or the PMA Commodity 
Offices listed above. 

Mr. Hoeven. Are there any further questions? 

Mr. Coouey. Yes. 

Did you say that you received 89 inquiries from seed dealers con- 
cerning the sale of Austrian peas? 

Mr. Daut. Well, they are not all concerning—a great many indi- 
cated an interest in Austrian winter peas, writing letters—in com- 
menting on the sale that had been made, they showed an interest in 
Austrian winter peas and we sent the copies of the announcement—-—— 

Mr. Coouey. Eighty-nine seed dealers? 

Mr. Dau. Well, I could not say they were all seed dealers. 
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Mr. Cootry. Eighty-nine individuals or corporations who were 
interested in the possible sale or purchase of these peas? 

Mr. Dau. That is right, sir 

Mr. Cootey. Now, had you given publicity on the other sale you 
probably would have had much more interest than you did, would 
you not? 

Mr. Danuu. Well, as Mr. Chase has testified, some publicity was 
riven to the other sale 

Mr. Cootry. What? 

Mr. Danu. Publicity was given to the other sale; not publicity, 
but a great many people were informed 

Mr. Cootrny. Listen, you cannot kid us about that. You had a 
meeting of 15 or 20 dealers and nobody talked about a price less than 
$50 a ton. Then when you had your next meeting and you closed 
this contract, there were only the purchasers and buyers there, and 
you dropped the price to $30 a ton. Now, why say that you had 
15 or 20 people at the first meeting if you did not negotiate with them 
at a firure below $50 a ton? 

Mr. Dani. We have not mentioned any price in our present 
anne uncement 

Mr. Cootry. Well, that is getting away from the question. Were 
you at that meeting when you had 15 or 20 dealers? 

Mr. Dan. No, sir 

Mr. Cootey. You were not? 

Mr. Daunv. No, sir. 

Mr. Cootey. Well, you do not know what happened there then, 
do you? 

Mr. Danu. No, sir 

Mr. Cooiry. But you heard Mr. Chase say no price was discussed. 
Nobody made an offer to buy and nobody made an offer to sell at 
any particular price? 

Mr. Daunt. Yes, sir. 

Mr. CooLry. Now, on the question of the contract, you did exactly 
what you were told to do about drafting the contract, did you not? 

Mr. Dant. What is that? 

Mr. Cootey. You did exactly what you were told to do about 
drafting the contract? 

Mr. Dauu. Yes, sir 

Mr. Cooutrey. You were told first to put in ‘‘as is, where is’’? 

Mr. Daut. No, sir 

Mr. Coo.irey. What? 

Mr. Dant. No, sir. 

Mr. Coouey. I thought you said you put it in? 

Mr. Daut. Yes, sir, | put it in the first draft, but it was not men- 
tioned when Mr. Tripp spoke to me. 

Mr. Cootey. Did you hear Mr. Tripp say it was his understanding 
it was to be put in there? 

Mfr. Danzt. Mr. Tripp did not tell me to put it in there. 

Vir. Cootey. You say that it is not true? 

Mr. Daunt. I said Mr. Tripp did not tell me to put it in the contract. 

Mr. Coo.iry. Even though Mr. Chase might have told Mr. Tripp, 
Mr. Tripp did not tell you; when you wrote the first draft, you knew 
it was going to be scrutinized line for line and word for word? 
Mr. Dau. Yes, sir. 
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Mr. Cootey. So when the draft was submitted to Mr. Tripp and 
gone over, and the buyers had gone over it, they insisted on this 
“Quality” provision being put in there on a sound merchantable basis, 
did they not? 

Mr. Danu. They had requested it, yes, sir. 

Mr. Coo.tny. What? 

Mr. Dauu. They requested 

Mr. Coouey. It was put in there? 

Mr. Dau.. Yes, sir. 

Mr. Coo.ey. And it was in there when Mr. Tripp signed it? 

Mr. Dauu. Yes, sir. 

Mr. Coo.try. Also this monopoly provision was in there when Mr 
Tripp signed it? 

Mr. Dau. Yes, sir. 

Mr. Cootry. Even though they had been over it line by line and 
work for word. 

Mr. Daut. Yes, sir. 

Mr. Coo.ey. So there was not any mistake about it on the part of 
the draftsman at all, was there? 

Mr. Dauu. Well, the mistake, as I understand it, was that Mr 
Chase did not expect it to go into the contract and 

Mr. Cootrey. The people who signed the contract knew what was 
in the contract? 

Mr. Daut. Yes, sir. 

Mr. Cootey. Mr. Tripp knew what was in there? 

Mr. Daut. Yes, sir. 

Mr. Coouey. So there is not much point in having Mr. Tripp come 
back here to tell us that he knew what was in that contract? 

Mr. Danu. No, sir. 

Mr. Coouey. That is all. 

Mr. Horven. May the Chair state that certain members of this 
subcommittee have been rather insistent in their demand that Mr. 
Tripp appear. 

Kor that reason, the Chair is going to insist that Mr. Tripp appear 
before the committee so he can be interrogated by those who want to 
question him. It certainly is not going to be said when these hearings 
are concluded that we failed to produce Mr. Tripp. 

Are there any other questions? 

(No response. ) 

Mr. Hoeven. We thank you, Mr. Dahl. 

The next witness is Mr. Karl D. Loos, Solicitor, United States De- 
partment of Agriculture. 

Mr. Loos, do you have a statement? 

Mr. Loos. I thought it might be helpful to the committee if 1 would 
briefly review what transpired and the part that the Solicitor’s Office 
took in the way of approval of these various steps and the approval of 
the contract and the opinion that has been given as to its legality. 


STATEMENT OF KARL D. LOOS, SOLICITOR, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Loos. First, I would like to refer to a discrepancy in dates. In 
Mr. Chase’s statement, April 1 is given as the date of the resolution 
which authorized the disposal of these Austrian winter peas as dona- 
tions. 
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In the GAO report, April 7 is given as the date. I checked the 
minutes, and the meeting was actually held on April 7, although the 
resolution refers to a memorandum dated April 1. And that is evi- 
dently the occasion for the difference. The date of April 7 is the cor- 
rect date on which the meeting was held. And I would like to read 
that resolution. Ido not think it has been offered for the record. It 
is very short. 

This is from the minutes of the meeting of the Commodity Credit 
Corporation Board on April 7, 1953: 

Resolved, That the recommendation of the Administrator, Production and 
Marketing Administration, with respect to the disposition of Austrian winter peas 
and nonfat dry milk solids pursuant to section 416 of the Agricultural Act of 1949 


as contained in his memorandum dated April 1, 1953, to the Board of Directors be 
and hereby is approved. 


Continuing reading from the minutes: 


It was the sense of the Board that the efforts should be continued to dispose of 
stocks of commodities acquired under price-support programs in a manner which 
would recover for Commodity Credit Corporation part of its investment. 


Now, perhaps it would be desirable to offer for the record at this 
point a copy of the memorandum referred to on the basis of which the 
resolution was passed that includes dry milk Solids as well as Austrian 
winter peas; but it shows that on April 7, 1953, the Commodity 
Credit Corporation did authorize the enouition of these on a dona- 
tion basis. Section 416 is the section which authorizes donation of 
commodities that cannot be otherwise disposed of. 

Mr. Hoeven. Without objection, the memorandum may be in- 
serted in the record at this point. 


CCC ReEso._utTion—DIspositTiIon OF AUSTRIAN WINTER PEAS AND NONFAT 
Dry MILK Soutips Pursuant To Section 416 oF THE AGRICULTURAL AcT 
oF 1949 


Approval by Board: Date: April 7, 1953. 

Vote: Unanimous. 

Description of resolution: The memorandum from the Administrator, PMA, 
to the Board of Directors, attached to the resolution proposes that 100 million 
pounds of Austrian winter peas and 100 million pounds of nonfat dry milk solids 
acquired by CCC under price support programs be made available for disposition 
through donation to eligible recipients pursuant to section 416 of the Agricultural 
Act of 1949, and that nonfat dry milk solids continue to be made available through 
the use of section 32 funds for distribution to school lunch programs and other 
eligible outlets. The memorandum also proposes that the availability of these 
commodities for distribution pursuant to section 416 be limited to a 6-month 
period. 

Board action: Resolution adopted as presented. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington 25, D. C., April 1, 1953. 


To: Board of Directors, Commodity Credit Corporation. 

From: Administrator, Production and Marketing Administration. 

Subject: Disposition of Austrian Winter Peas and Nonfat Dry Milk Solids 
Pursuant ‘to Section 416 of Agricultural Act of 1949. 


It is recommended that Austrian winter peas and nonfat dry milk solids acquired 
by CCC under price support programs be made available for disposition through 
donation to eligible recipients pursuant to section 416 of the Agricultural Act of 
1949, 
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AUSTRIAN WINTER PEAS 


The present status of the CCC purchases and disposition of Austrian winter 
peas is as follows: 


A ; 
Inventory as of Mar. 19, 1953: re r . 
TORR COD PORE. 6. 5 co cect Peuiit x sree Ate : 7.4 
1950 crop peas - - ‘ ad fae she 2 42 Sete 197. 4 
Total current inventory _-___- ; sh oT Ne . 204.8 


Since January 1950, only 27.5 million pounds of peas have been disposed of 
through export sales, sales to the United States Army, and domestic sales for 
anima! feed and seed purposes. 

Negotiations are currently in process for the sale of 4 million pounds of peas to 
the Army for feeding, primarily in Korea. However, such a sale will have little 
effect on the present CCC inventory position of this commodity. Further efforts 
to consummate sales through normal channels of trade and through discount 
sales for export have been unsuccessful. 

Present stocks of peas will be in danger of loss through deterioration and spoilage 
if held for an additional period of time awaiting disposal through sales since 
sales prospects are not good at this time. 

It is impossible to estimate the quantity of peas which can be disposed of through 
this means since we have no indication as to the amounts desired by eligible 
recipients and there is no historical data upon which to base an estimate. How- 
ever, it is expected that disposition will be almost entirely through private welfare 
agencies for distribution to needy persons outside the United States since this 
commodity is not generally accepted as a food in this country. Therefore, it is 
recommended that 100 million pounds be made available for donation pursuant 
to section 416. 

NONFAT DRY MILK SOLIDS 


The present status of the CCC purchases and disposition of nonfat dry milk 
solids is as follows: 


Million 

pounds 

Purchases through Mar. 27, 1953___.. _- a i clita ce ale 185. 7 
Dispositions: 

ae 66%). to. EN oc ew Se tc kG ooo se ore ate 3.0 

Sales for export !_______-_- ibe pe cas Reve S re eimai ee Ser cers 30. 3 

Disposition through school lunch programs__.. .-..------------ 9.8 

Current CCC Inventory_.--....----- ie Piha sesenns emaeersee 142. 7 


1 Sales for export were made to UNICEF, Government of Israel, and National Catholic Welfare Con- 
ference at 5 cents per pound. 


There appears to be little prospect of substantial additional sales to the domestic 
market. In fact, CCC likely will purchase additional quantities during the next 
6 months of seasonally flush milk production. 

Present stocks of CCC milk will be in danger of loss through deterioration and 
spoilage before they can be disposed of in normal domestic channels without 
impairment of price support program. 

During the period February 1950 through June 1951 some 17 private American 
Welfare Agencies assisting needy persons outside the United States received and 
distributed approximately 126 million pounds of nonfat dry milk solids in 50 
foreign countries. It is estimated that approximately 25 million pounds of milk 
can be disposed of through section 32 by donation to school lunch programs and 
other eligible outlets during fiscal year 1954. 

It is recommended that nonfat dry milk solids continue to be made available 
through the use of section 32 funds for distribution to school lunch programs and 
other eligible section 32 outlets, and provide section 416 milk to those outlets not 
now receiving section 32 commodities in the second priority group; namely, 
private welfare agencies for the assistance of needy persons in the United States. 

If the recommendation with respect to the section 32 program is adopted, it 
is further recommended that 100 million pounds of milk (most of which will go 
to private welfare agencies for relief of needy persons outside the United States) 
be made available for donation through section 416. 
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GENERAL PROVISIONS OF PROGRAM 


iry milk solids and Austrian winter peas will be made im- 


lo Munitions Board and other Federal agencies for possible use in making 
tities not prod 11 I ited States 
2 hoe yrograins, Bureau of Indian Affairs, and Federal, State 
and local pul velfare organizat for the assistance of needy Indians and other 
i I rga 4 the assistance of needy persons within 
+) to privat elfare organizations for the assistance of needy persons outside 
| ist S 
‘e | ade available to those agencies it ategories | and 4 in ¢arlot 
tot ) 1 s categorie 2 and ot ‘arlot quantities 
arlot quantities. but not lk than 10 units of either commodity 
It recommended that the availability of these commodities be limited to a 
‘ Y } 
Approved by CCC Board of Directors at meeting on April 7, 1953 


LioneEL C. How, 


Secretary, Commodity Credit Corporation. 


Joun H. Davis, 
President, Commodity Credit Corporation. 

Approved May 5, 1953: 

EK. T. Benson, 
Secretary of Agriculture. 

Mr. Loos. With reference to the approval of the sale that is the 
subject of this inquiry, the meeting of the Commodity Credit Board 
was held on April 21. I was present at that meeting; and the subject 
was presented by Mr. Gordon, the Administrator, and was fully 
discussed 

No resolution had been prepared at that time, but the Board au- 
thorized a resolution to be prepared and adopted the resolution with 
the authority to us in the solicitor’s office to prepare it. 

[ would like to offer at this time a copy of the extract from the 
minutes of the meeting of April 21, 1953, including the resolution. 
And I offer that because the copy of this particular extract in the 
minutes attached to the GAO report omits one paragraph. It is not 
an important paragraph; it is one of the whereas clauses, reading: 
“Whereas, certain firms are desirous of purchasing all such peas un- 
sold as of May 1, 1953 at $1.50 per hundred pounds for use as feed.”’ 

And so that the record may contain a corrected copy of the minutes 
and resolution, I would like to present that now. 

Mr. Horven. Without objection, it may be inserted at this point 
in the record 


SALE oF 80,000 Tons or AusTRIAN WINTER PEAS FOR FEED 


Excerpt from minutes of regular meeting of the Board of Directors, CCC, of April 21, 1953] 





Mr. Gordon presented to the Board for its consideration an offer of certain firms 
to purchase approximately 80,000 tons of the Corporation’s stock of Austrian 
winter peas at $30 aton. He pointed out that CCC has in inventory over 100,000 
tons of the commodity which have been accumulated over a period of years under 
the price-support program. The peas have deteriorated to the point where they 
cannot be used for seed but can be used for feed. He stated that the peas have 
been offered for sale for some time for feed and for export but that little interest 
has been shown and the sales which have been made have involved very small 
quantities. The commodity is accumulating excessive storage charges. Mr. 
Gordon stated thet the aforementioned offer involves peas which are now stored 
in the States of Oregon, Washington, and Idaho, and that such peas would be 
used for feed. He recommended that the Board accept the offer. After discus- 
sion, on motion duly made and seconded, the following resolution was adopted 
by unanimous vote: 
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RESOLUTION 


Whereas Commodity Credit Corporation now owns and has in store in the States 
of Oregon, Washington, and Idaho approximately 80,000 tons of Austrian Winter 
Peas; and 

Whereas the Corporation has offered such Austrian winter peas for sale at 
various times under existing sales policies but has been unable to dispose of h 
peas; and 

Whereas certain firms are desirous of purchasing ell s 
1, 1953, at $1.50 per hundred pounds for use as feed; and 

Whereas it is the conclusion of the Board that such sale would be in the best 


sue 


ch peas unsold : of May 


interest of the Corporation and would not substantially impair any price-support 
program: Now, therefore, be it 
Resolved, That the President, or the Executive Vice President, Commodity 
Credit Corporation, is hereby authorized to negotiate a contract for the sale, for 
feeding purposes only either in the United States or abroad, of approximately 


80,000 tons of Austrian winter peas owned by Commodity Credit Corporation and 
in store in the States of Oregon, Washington, and Idaho as of May 1, 1953, for 
$1.50 per hundred pounds, basis f. 0. b. cars or trucks at point of storage Such 
other terms and conditions of the contract as are necessary or desirable 
determined by the President or Executive Vice President 

It was the understanding of the Board that a press release would be issued 
after execution of the contract 


mav be 


Mr. Loos. The resolution, as I sav, was drafted after the meeting 


It was actually submitted to the Board under date of April 24 with a 
memorandum signed by me addressed to the Board of Directors of the 
Commodity Credit Corporation approving the resolution as within 
the authority of the Board. And I offer a copy of that memorandum. 

Mr. Horven. Without objection, the memorandum may be in- 
serted in the record at this point. 


UNITED STaTES DEPARTMENT OF AGRICULTURE, 
OrricE OF THE SOLIcIrTor, 
Washington 26, oe oa April 24, 19458. 
To: Board of Directors, Commodity Credit Corporation. 
From: Solicitor. 
Subject: Sale of Austrian winter peas. 

‘The attached resolution authorizes the sale for feeding purposes of all Austrian 
winter peas owned by Commodity Credit Corporation and stored in the States 
of Oregon, Washington, and Idaho as of May 1, 1953, for $1.50 per hundred 
pounds, and contains a determination that such sale will not substantially impair 
any price-support program. The resolution also authorizes the President or 
Executive Vice President to provide such terms and conditions in the sales 
contract as he determines to be necessary or desirable. It is understood that, 
pursuant to this authority, there is to be included in the contract a provision 
which would prohibit Commodity Credit Corporation from selling any of its 
remaining stocks of Austrian winter peas for delivery or use west of the western 
boundary of the State of Colorado extended to the Canadian border and to 
Mexico for a period of 12 months following execution of the contract. 

Legal authority for the proposed sale is contained in section 407 of the Agri- 
cultural Act of 1949, which provides that the Corporation may sell any farm 
commodity owned or controlled by it at any price not prohibited therein. Sales 
for feed, if such sales will not substantially impair any price-support program, 
are excepted from the minimum pricing restrictions of section 407. 


Karu D. Loos. 


Mr. Loos. I would also like to offer separately a copy of the resolu- 
tion which shows not only the approval by the Board of Directors, 
but also the date of approval by the Secretary, April 28, 1953. I 
might explain that under the setup of the Commodity Credit Corpora- 
tion, no Board action is final until it has the written approval of the 
Secretary of Agriculture. So that the approval became effective 
on the date that he signed it. 
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Mr. Hoeven. Without objection, the exhibit may be inserted in 
the record at this point. 

(Resolution referred to appears at p. 52.) 

Mr. Loos. The final draft of the contract was submitted by our 
office to the Director of the Grain Branch on April 24, the same date 
that the resolution was prepared and forwarded, and that final draft 
was accompanied by a memorandum signed by Mr. Edward M. 
Shulman, the Deputy Solicitor of our office, approving the contract. 
And I offer a copy of that memorandum. 

Mr. Hoeven. Without objection, the copy of the memorandum 
may be inserted at this point. 

(The memorandum is as follows:) 

APRIL 24, 1953. 
To: Director, Grain Branch, PMA, 
From: Deputy Solicitor. 
Subject: Contract for the sale of Austrian winter peas. 

The attached form of contract covering the sale of Austrian winter peas has 
been examined by this office and is approved as to form and legal sufficiency. 

Although the contract provides that the commodity shall be used for feed pur- 
poses only, the contract does not contain a provision for liquidated damages in 
the event of a violation of such restriction. Whether a liquidated-damages pro- 
vision should be included in the contract is for administrative decision; however, 
we are unable to assure vou that it would be possible to prove and collect actual 
damages for violation of the restriction on use of the commodity. 

Epwarp M. SHULMAN. 


ComMopity CREDIT CORPORATION, WASHINGTON 25, D. C. 
CONTRACT FOR THE SALE OF AUSTRIAN WINTER PEAS 
Contract No. Alpm(F's)—28655 


This agreement made and entered into as of this — day of ————, 1953, by 
and between the Commodity Credit Corporation (hereinafter referred to as CCC), 
an agency of the Government of the United States of America, and Archer- 
Daniels-Midland Co., Henry D. Gee Co., E. F. Burlingham and Sons (hereinafter 
referred to as the buyers): 

WITNESSETH 


Whereas, the Buyers desire to purchase and CCC desires to sell the commodity 
hereinafter described: 

Now, therefore, in consideration of the mutual promises herein set forth the 
parties agree as follows: 

1. Commodity.—CCC agrees to sell and deliver to the Buyers, and the Buyers 
agree to purchase and accept delivery of all Austrian winter peas (hereinafter 
referred to as “the commodity”’) acquired under the CCC price-support program 
which are located in warehouses in the States of Oregon, Washington, and Idaho 
and unsold as of May 1, 1953. The total quantity of such commodity is estimated 
to be approximately 156,000,000 pounds. CCC shall determine the quantity 
to be delivered hereunder and inform the Buyers thereof on or before May 10, 
1953, but such quantity shall be subject to adjustment downward to the extent 
that any part thereof is destroyed prior to delivery or fails to meet the requirements 
of section 2. 

2. Ouality—The commodity shall be transferred to the Buyers in sound 
merchantable conditio. for feed purposes without any guarantee as to purity 
or germination. Bags which are not in good order shall be replaced by CCC. 

3. Delivery.—(a) CCC shall make delivery either in store by transfer of ware- 
house receipts or f. 0. b. cars or trucks at warehouse location, in accordance 
with delivery orders to be issued on behalf of the Buyers by Archer-Daniels- 
Midland Company, Portland, Oregon (hereinafter reterred to as ADM). The 
Buyers agree to take delivery of all of the commodity within 6 months after the 
date of this contract. In the event the Buyers do not take delivery of all of the 
commodity within such 6 months period, delivery shall be completed by the 


Gates 
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transfer of warehouse receipts to ADM. Such 6 months period shall consist 
of 183 calendar days beginning with the date of this contract. (b) Under no 
circumstances shall CCC be responsible tor delays in delivery or nondelivery 
of the commodity due to any cause beyond the control of and without the tault 
or negligence of CCC including but not restricted to acts of God, acts of public 
enemy, acts of war, acts of the Government, fires, floods, epidemics, quarantine 
restrictions, strikes, failure of warehousemen to meet delivery schedules, and such 
delays shall not excuse the Buyers from accepting Celayed delivery of the com- 
modity after any of the periods provided for above or any extension thereof. 

4. Title and Risk of Loss.—Title to the commodity and risk of loss and damage 
shall pass to the Buyers at the time of delivery 

5. Transit Billing—CCC shall apply on outbound shipments in accordance 
with Buyers’ instructions in delivery orders, or release to ADM in connection 
with instore delivery, whatever paid-in freight transit attaching to the com- 
modity is available, and shall furnish to ADM promptly after execution of this 
contract copies of all applicable inbound freight bills or a record of all applicable 
transit. Such transit shall be without cost to the Buyers, except that any penalty 
or charge attaching to its use and not previously paid by CCC shall be assumed 
by the Buyers. 

6. Determination of Net Weight.—The net weight of that part of the commodity 
which is loaded out of storage during the six months period referred to in section 
3 shall be determined by multiplying each bag of the commodity by 100 pounds. 
In the event any part of the commodity remains in store at the expiration of 
such six months period, the net weight shown on the warehouse receipts shall 
be conclusive notwithstanding the number of bags determined on loadout. 

7. Storage Charges.—The Buyers shall assume any and all warehouse charges 
(except loading-out charges) incurred on the commodity after April 30, 1953. 

8. Purchase Price.—The purchase price of the commodity delivered hereunder 
shall be $1.50 per 100 pounds basis f. 0. b. cars or trucks at point of storage based 
on the net weight as determined in section 5 hereof. With respect to such quan- 
tity of the commodity as is delivered in store, it shall be the responsibility of 
CCC to settle with the warehouseman for loading-out charges. 

9. Payment.—Payment shall be on sight draft, to be drawn on ADM unless 
it is specified in the delivery order that sight draft is to be drawn on another 
Buyer named therein, accompanied by shipping documents or warehouse receipts, 
and such payment shall include applicable storage charges, freight, including 
transit charge or penalty, prepaid for Buyers’ account, if any. With respect to 
any part of the commodity which .is delivered in store, payment shall be made 
on the basis of warehouse receipt weights, but such payment shall be adjusted 
on the basis of the net weight loaded out, as determined in accordance with sec- 
tion 6, if the commodity is loaded out during the six months period referred to 
in section 3. 

10. Use of Commodity.—The Buyers shall use or resell the commodity for feed 
purposes only. 

ll. Future CCC Sales.—CCC shall not sell, during the 12 months following 
the execution of this contract, any Austrian winter peas which remain in CCC 
ownership for feed purposes for delivery or use west of the western boundary 
of the State of Colorado extended to the Canadian border and to Mexico. 

12. U. S. Government Funds. The Buyers shall not use in making payment 
for the commodity, nor resell the commodity for, any funds appropriated by the 
Congress of the United States for foreign aid purposes 

13. Assignment. This contract shall not be assigned by the Buyers, in whole 
or in part, without prior written consent of CCC. 

14. Contingent Fees. The Buyers warrant that they have not employed any 
person to solicit or secure this contract upon any agreement for a commission, 
percentage, brokerage, or contingent fee and that no such consideration or pay- 
ment has been or will be made. Breach of this warranty shall give CCC the right 
to annul the contract, or, in its discretion to add to the contract price or considera- 
tion the amount of such commission, percentage, brokerage, or contingent fees. 
This warranty shall not apply to commissions payable by Buyers upon contract 
or sales secured or made through bona fide established commercial or selling 
agencies maintained by Buyers for the purpose of securing business. 

15. Officials Not to Benefit. No member of or delegate to the Congress of the 
United States, or Resident Commissioner, shall be admitted to any share or 
part of this contract or to any benefit that may arise therefrom, but this provision 
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shall not be construed to extend to this contract if made with a corporation for 
its general benefit 
In witness whereof, CCC and the Buyers have caused this contract to be duly 
executed by their respective officers thereunto duly authorized 
CommMopity CrepIT CORPORATION, 
JoHN E. Tripp, Contracting O fficer 
ARCHER DANIELS MIDLAND Co., 
By H. W. Couuins, Vice President 
Henry D. Gee Co 


By , Owner. 
E. F. BurtincHam & Sons, 
By C. G. BuruincHaM, President 

Mr. Loos. The contract was signed, as has been testified, by Mr. 
John Tripp as contracting officer on April 30; and on May 1, a press 
release was issued, describing the contract and the price, and so forth. 

I am not sure that a copy of that press release has been included in 
the record 

Mr. Hoeven. It is in the record, Mr. Loos. 

Mr. Loos. It is our practice in submitting these resolutions to the 
Board—and there are usually several resolutions every week covering 
various actions that the Board proposes to take—to submit only a 
very brief memorandum as to the legal sufficiency. We do not go 
into a detailed discussion of the reasons for opinion; because to do so 
would unduly encumber the record with a great deal of repetitious 
material. So that the memorandum which we submitted on April 
24 approving the resolution and the memorandum submitted by Mr. 
Shulman approving the contract were both very brief. 

However, when this publicity appeared or when publicity did appear 
with respect to this particular transaction, we proposed under date 
of June 1 a more detailed opinion addressed to Mr. Davis setting 
forth the reasons for our view that the action taken was legal and 
proper and pointing out the authority under which it was taken, 
namely, section 407 of the Agricultural Act of 1949, and also pointing 
out the reasons why the General Services Act did not apply because 
of the statutory exemption of transactions of tais character. And | 
submit for the record a copy of that opinion dated June 1 and signed 
by me. 

Mr. Horven. Mr. I os, that is your official opinion covering this 
particular transaction? 

Mr Loos Yes, sir 

Mr. Horven. Without objection, it may be inserted in the record 
at this point. 

JUNE 1, 1953 
To: John H. Davis, president, Comn odity Credit Corporation. 
From: Solicitor 
Subject: Sales authority of Commodity Credit Corporation. 

In view of the recent publicity concerning the Corporation’s negotiated sale of 
80,000 tons of Austrian winter peas, there is set out below for your reference a 
statement of the legal authority for such sale. 

fhe Corporation, in making the sale in question, clearly was acting within 
authority expressly conferred upon it by statute. The provisions of law involved 
are discussed below 

Under its Federal charter, the Commodity Credit Corporation is specifically 
authorized (sec. 4 (g)) to ‘‘enter into the carry out such contracts or agreements 
as are necessary in the conduct of its business’’ which, of course, includes contracts 
for the sale of commodities acquired by the Corporation under the price support 
program. The charter also provides for the utilization by the Corporation of the 
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customary arrangements of trade and commerce in its purchasing and selling 
operations.! 

The policy of the Congress that Government corporations should be unham- 
pered in their methods of buying and selling is clearly indicated by the fact that 
the statute requiring that Government purchase and sales contracts be entered 
into through competitive bidding following public advertisement e xpressly ex- 
empts such corporations except as to their “administrative transactions.’’? In 
both the House and Senate committee reports on the bill which embodied this 
statute, this exemption was especially called to the attention of the Congress. 
The reports contain the following statement: 

‘The extent to which the Government corporations are free from the regulatory 
and prohibitory statutes enacted from time to time with respect to the public 
business of the United States is a question which Congress has never undertaken 
fully to settle. However, there can be no doubt that one, and perhaps the prin- 
cipal, motive for which authority is sought to use the corporate device has been 
to make it possible for the functions entrusted to such an instrumentality to be 
carried out without regard to many of the statutes such as are considered in the 
present bill. Most clearly is that true with respect to the direct operating trans 
actions of the corporations, varticularly the purchase and sale of property’ 
(H. Rept. 2186, 79th Cong.; St Rept. 1636, 79th Cong.). 

The Corporation is, therefore, fully empowered in selling its commodities to 
do so by negotiation, by inviting competitive bids, or by such other methods as 
it deems to be in the best interest of the Corporation under the existing 
circumstances.3 

The prices at which Commodity Credit Corporation may make commercial 
sales of its commodities are governed by section 407 of the Agricultural Act of 
1949.4 That section provides that the Corporation may sell any farm commodity 
owned or controlled by it at any price not prohibited therein, and reads as follows: 

‘The Commodity Credit Corporation may sell any farm commodity owned or 
controlled by it at any price not prohibited by this section. In determining sales 
policies for basic agricultural commodities or storable nonbasie commodities, the 
Corporation should give consideration to the establishing of such policies with 
respect to prices, terms, and conditions as it determines will not discourage or 
deter manufacturers, processors, and dealers from acquiring and carrying normal 
inventories of the commodity of the current crop. The Corporation shall not 
sell any basic agricultural commodity or storable nonbasic commodity at less 
than 5 per centum above the current support price for such commodity, plus 
reasonable carrying charges. The foregoing restrictions shall not apply to (A) 
sales ? new or byproduct uses; ( B) sales of peanuts and oilseeds for the extraction 
of oil; (C) sales for seed or feed if such sales will not substantially impair any price- 
support ee (D) sales of commodities which have substantially deteriorated 
in quality or as to which there is a danger of loss or waste through deterioration 
or spoilage; (E) sales for the purpose of establishing claims arising out of contract 
or against persons who have committed fraud, misrepresentation, or other wrongful 
acts with respect to the commodity; (F) sales for export; (G) sales of wool; and 
(H) sales for other than primary uses.’’ [Italics supplied.] 

It will be noted that sales for feed are exempted from the specified minimum 
price requirement, if such sales will not substantially impair any price-support 
program. The Austrian winter peas were sold for use only as feed upon determi- 
nation by the Corporation’s Board of Directors after consideration of the quantity 


1 Commodity Credit Corporation Charter Act (sec. 5,15 U. S. C. 714 (¢)) “In the Corporation’s purchas- 
ing and selling operations with re _— to agricultural commodities (except sales to other Government agen- 
cies), * * * the Corporation shall, to the maximum extent practicable consistent with the fulfillment of 


the Corporation’s purposes and the effective and efficient conduct of its business, utilize the usual and cus- 
tomary channels, facilities, and arrangements of trade and commerce.” 

2 Sec. 3709 of the Revised Statutes, as amended by the act of Aug. 2, 1946 (Public Law 600, 79th Cong.), 
requires that sales and contracts of sale by the Government be made or entered into only after advertising 
a sufficient time previously for proposals. Sec. 9 (ec) of such act of Aug. 2, 1946, however, provides that 
“In the case of wholly owned Government corporations, this section shall apply to their administrative 
transactions only.”’ Administrative transactions of corporations are distinguished from their program 
activities and relate to ‘“‘housekeeping”’ transactions such as procurement of office equipment and supplies 
and disposition of such items 

3 Regulations governing the disposition of surplus property, issued by the General Services Administra 


tion under the ler | Property ind Administrative Services Act (Public Law 152, 81st Cong., as amended 








by Public Law 754, 8ist Cong.) are not controlling in the case of sales of price-support commodities by 
occ (See sees 203 (h) wid 802 (a of the act 
4 Pricing restrictions applicable to sales of CCC commodities where payment is made with United States 


foreign assistance funds are ¢ = 1ined in various other statutes but are not involved here because the sales 
contract provides that the Austrian winter peas may not be paid for with, or resold for, any funds appro- 
priated by the Congress for foreign assistance. 
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of the peas held, the length of time in storage, condition, available outlets, and 
carrying costs, that the negotiated sale of such peas for feed at the stipulated 
price would be in the best interests of the Corporation and would not substantially 
impair any price-support program. 

Karu D. Loos. 


Mr. Loos. Now, I might also say that even apart from the action 
of the Board of Directors taken in approving this particular con- 
tract, action had been taken and had been of record for a good many 
months authorizing the officers of the Commodity Credit Corpora- 
tion to dispose of these particular commodities, so that this sale 
could have been made without specific approval of the Board as to 
this particular transaction. 

Now, that general authority had been given by resolution of the 
Board of Directors at a meeting held on May 1, 1951, and approved 
by the then Secretary of Agriculture, Mr. Brannan, and on May 4, 
1951; and I think the record should contain a copy of that resolution, 

Mr. Horven. Without objection, the copy of the resolution may 
be inserted at this point. 


*C 108b (second revision) policy for disposal of CCC-owned commodities and food, 
14th amendment) 


RESOLUTION OF THE BoARD or Directors, CommMopiITy CREDIT CORPORATION 


Whereas the Board of Directors on January 25, 1950, March 8, 1950, April 12, 
1950, May 3, 1950, June 7, 1950, and July 12, 1950, authorized the President, 
Commodity Credit Corporation, to offer certain commodities for sale for domestic 
use for definite periods of time; and 

Whereas it is the conclusion of the Board that disposition of the inventories of 
additional commodities acquired under the price-support program is desirable in 
order to prevent undue accumulation of such commodities: Now, therefore, be it 

Resolved, That the President, Commodity Credit Corporation, may offer for 
sale for domestic use for definite periods of time, in addition to the commodities 
named in the resolutions previously approved, hay and pasture seeds, winter 
cover crop seeds, and dried eggs, at such prices as the President, Commodity 
Credit Corporation, determines will permit the disposition of such commodities 
in the domestic market without substantially impairing the price-support program; 
and be it further 

Resolved, That all sales of such commodities since March 1, 1951, on the basis 
described above are hereby ratified and approved; and be it further 

Resolved, That this resolution shall supersede the 7th and 12th amendments to 
the Policy for Disposal of CCC-Owned Commodities and Food (second revision) 
as amended, *C 108b, which authorized the domestic sale of Austrian winter pea 
seed, Kobe lespedeza, blue lupine seed, and weeping lovegrass seed, at 105 percent 
of the current support price plus reasonable carrying charges. 

Approved by the CCC Board of Directors at the meeting held on May 1, 1951. 

Approved: May 4, 1951. 

LioneL C. How, 
Secretary, Commodity Credit Corporation. 
G. F. GEIssLER, 
President, Commodity Credit Corporation. 
CHARLES F. BRANNAN, 
Secretary of Agriculture. 


Mr. Hermpurcer. Mr. Loos, what is the legal effect of the resolu- 
tion of May 1, 1951, to which you refer? 

Mr. Loos. It authorized the sale of winter cover crop seeds, which 
is a general class, including these Austrian winter peas and others, 
and dried eggs at such prices as the president of the Commodity 
Credit Corporation determines will permit the disposition of such 
commodities in the domestic market without substantially impairing 
the price-support program; so that any time after the adoption of 
that resolution, the authority existed in the president of the Com- 
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modity Credit Corporation to sell these winter peas for feed; because 
obviously a sale for feed would not impair the price-support program 
with respect to seed; and the sale for feed of such a small proportion 
of the total feed consumed obviously would not affect the price- 
support program for feed grains. So that ever since that date, this 
authority has existed. 

However, Mr. Gordon felt that in view of the size of this particular 
transaction that it was desirable to present it to the Board and 
secure the express approval of the Board for that particular transac- 
tion; and that was done by the resolution adopted on April 21, 1953. 

Perhaps enough has been said about the error in drafting; but I 
would just like to briefly state my view on that. I do not feel there 
was any error made by the Solicitor’s Office. It was the under- 
standing of Mr. O’Leary, who actually did the drafting in our office 
on this particular transaction, that this clause 11 providing that the 
Commodity Credit Corporation was not to sell anything in the ter- 
ritory for a period of a year—it was his understanding that it was 
intended that that clause should be in there. It was called to my 
attention before the approval of the resolution and before the approval 
of the contract. And Mr. Shulman and | both discussed it. And I 
came to the conclusion that there was no occasion for objecting to il 
because it was my information that there were no other peas in the 
hands of the Commodity Credit Corporation that could be advanta- 
geously sold in that area. 

The reason it has been referred to as an error is that Mr. Chase 
who negotiated the contract did not intend that this clause should be 
in the contract, although he did not make that intention known to 
Mr. Dahl and to us in the Solicitor’s Office during—and he was away 
during the time that the drafting actually occurred. So that it was 
an error in the sense that there was a misunderstanding as to what 
the man in charge of the negotiations intended to put in the contract. 

It should hardly have been described as an error in drafting. 

Mr. Hemmpurcer. Then, there is one other point I would like to 
refer to; and that is with reference to Congressman Shelley’s statement. 
He testifies that he requested a copy of this contract and it was refused. 

Mr. Loos. Now, I regret very much that that happened; and I am 
sure a mistake was made in refusing Mr. Shelley a copy of the con- 
tract. It is true that the regulations of the Department provide that 
contracts of this character shall not be distributed to the public and 
shall not be distributed, in fact, to anyone except the parties to the 
contract and on compulsory process. That was the reason for 
Mr. Koenig’s reference to compulsion. 

Chapter 9 of the Department of Agriculture Regulations is entitled 
“Restrictions on Release of and Request for Information.” 

Section 7 of that chapter is entitled ‘Availability of Information 
and Records.’’ And paragraph 35 (b) reads as follows: 

Records of limited availability: The records enumerated below are of limited 
availability and information contained therein shall not be disclosed nor shall a 


copy thereof be furnished except in proper cases upon request from Federal official 
sources or as specifically provided. 


Then, under that section, there is a subparagraph 2 reading: 


Upon approval of the head of the agency, bureau, or branch concerned, based 
upon the considerations prescribed in subparagraph (d) below, the following 
records shall be available as indicated. 
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Subparagraph (b) reads: 

Contractual records and other agreement records together with supporting 
data shall be available to the contractor or person submitting the record and also 
under compulsory process. 

That compulsory process means subpena in a legal proceeding or a 
subpena from a committee of Congress or any other body authorized 
to issue compulsory process. So that Mr. Koenig was technically 
correct in advising Mr. Shelley’s secretary that the regulations did 
not permit a disclosure of the contract in furnishing a copy to Mr. 
Shelley. 

However, these are regulations that are promulgated by the Secre- 
tary of Agriculture and in proper cases can be waived by him; and I 
feel sure that if it had been presented to the Secretary, he would have 
waived the regulation and furnished Mr. Shelley with a copy of the 
contract; and | regret very much that had not been done. 1 assumed 
that it had been done, because the question had been discussed; and 
I had recommended a copy be given him. Why it was not done, I am 
unable to Say. 

I think that covers all that I care to present unless the committee 
has some questions. 

Mr. Hornven. Are there any questions? 

Mr. Hermpurcer. | have just a question or two, Mr. Chairman. 

Mr. Loos, would you describe the rather casual manner in which the 
first written contract was drawn up in this case as customary? 

Mr. Loos. Well, | have hardly been with the Department of Agri- 
culture long enough to know what is customary in the Department. 
I rather think though that it would be natural to expect that the 
negotiators of the contract, the people in the Grain Branch, in this 
case, or whatever other branch might be negotiating a contract, would 
draw up their ideas of what the contract should contain and do that 
without any legal assistance; because they participated, of course, in 
drafting numerous contracts in the past, and they know about what 
the provisions are that go into a contract. 

Now, in this contract, as I understand it, as I am informed, it was 
drafted 2 or 3 times over in the Grain Branch before it came to our 
office. And when it came to our office, it went to Mr. O'Leary; and 
he made quite a number of revisions in it. 

And he drafted the final contract in its final form. 

Mr. HermpurGer. Would you consider it normally good practice 
for, as in this case, a negotiator at the meeting which resulted in an 
oral agreement to simply pass on information and apparently very 
little information to another person. And that othe ‘r person to under- 
take the drafting of a contract of this importance? 

Mr. Loos. Well, I would see no reason for criticizing that procedure, 
because Mr. Tripp and Mr. Dahl worked together in ‘all of these mat- 
ters and both were familiar with the provisions that would normally 
go into a contract of this character, and I think that all that Mr. 
Dahl needed to know was the price and a few other conditions like 
the time of delivery and the specifications or the description of the 
commodity that was being sold. That would be all that anyone 
should need to set up a first draft of the contract. 

Then, of course, the draft was gone over, with the purchasers at 
conferences at which representatives of the Solicitor’s Office, Mr. 
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O’Leary, and representatives of the Grain Branch, Mr. Tripp— 
and I am not sure whether Mr. Dahl was present in those subsequent 
negotiations or not; but there were—both the administrative end and 
the legal end were represented in those conferences. And I would see 
no reason for criticizing that procedure. 

Mr. Hermpurcer. On what date were the regulations to which you 
referred awhile ago, and from which you have been quoting, pro- 
mulgated? 

Mr. Loos. Well, these particular regulations, the one I read, bears 
the date 5—-2-50, which was May 2, 1950. Of course, these are being 
amended constantly. The regulations themselves have been in effect 
for a number of years. They are a great big volume each about a foot 
thick. 

Mr. Hempurcer. Are those regulations permanent? Do they 
need to be reaffirmed by an incoming Secretary? 

Mr. Loos. Oh, they carry forward and are just amended. It would 
be impossible to revise them completely at any one time. They are 
so voluminous. They are being revised continuously. But these 
particular regulations, with respect to availability of records, as 1 say, 
the page that I read from, bears the date of May 2, 1950; so that par- 
ticular regulation has been in effect at least since this and probably 
was in effect prior to that, perhaps in a modified form. 

Mr. HermmpurGcer. Just one more subject that 1 want to touch on, 
Mr. Loos. You mentioned in your statement awhile ago that the 
contract, after being checked or revised or legally drawn by someone 
in your Solicitor’s Office, was submitted to the Director of the Grain 
Branch on April 24. 

Now, there has been testimony previously, I believe, that the Direc- 
tor of the Grain Branch had no knowledge of nor part in this transac- 
tion. Did you intend to make that statement? 

Mr. Loos. Well, it was addressed to the Director of the Grain 
Branch. The memorandum to which I referred, of course it went 
to Mr. Tripp who was actually handling the matter. The memoran- 
dum which I referred to transmitting the contract dated April 24, 
1953, was simply directed to the Director of the Grain Branch, PMA, 
by title. 

Mr. Hermpurcer. Was Mr. Watson the Director then? 

Mr. Loos. I do not know when Mr. Watson resigned. 

Mr. Hermspurcer. Does anyone know that? 

Mr. Gorpon. The 23d was the effective date of his resignation. 

Mr. Hermpurcer. So that was the day after his resignation became 
effective. 

Was there an Acting Director of the Grain Branch at that time? 

Mr. Gorpon. Mr. McArthur. 

Mr. Hermpurcer. Do you know whether the contract and memo- 
randum were actually delivered to Mr. McArthur or to Mr. Tripp? 

Mr. Loos. I would not know. They were sent from our office. 
Somebody else may know. 

Mr. HermBurGer. Can you answer that, Mr. Gordon? 

Mr. Gorpon. No; I cannot answer that. 

Mr. Hermpurcer. Mr. Dahl? 

Mr. Danv. Ordinarily when memoranda came in addressed to the 
Grain Branch, the Directors of the bureaus put, for instance, Mr. 
Watson’s name, and then Mr. Tripp’s name, and usually the Director 
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of the Grain Branch or the Acting Director crosses off his name and 
sends it on to Mr. Tripp. That is the usual procedure. 

Mr. HermpurGcer. Do you know wh ther that was done in this 
ease? Did the Acting Director of the Grain Branch ever see this 
proposed contract? 

Mr. Dau. I do not know. 

Mr. Loos. We can ascertain that. 

Mr. Hermpurcer. I do not care to press the point. There is that 
slight discrepancy in the testimony here—and I just wanted to clear 
it up 

That is all the questions I have. 

Mr. Horven. Mr. Albert. 

Mr. Atzerr. This question Mr. Heimburger was interrogating you 
about, of the procedure ths at was used, don’t | you think that the fact 
hat this so-called error crept in indicates there was something 
fa ty about it? 

Mr. Loos. No; I don’t think ‘SO. The only reason the so-called 
error crept in was because Mr. Chase, before he left on his vacation, 
had not made anyone else aware of his intention with respect to this 
particular clause. And even if Mr. Tripp had made the initial draft 
or Mr. Tripp and Mr. Dahl together had made the initial draft, that 
error still would have existed. 

Mr. Avpert. Well, it was a substantial error involved in a very 
important contract; so it seems to me patent that there was some- 
thine wrong about it. 

Mr. Loos. I think the thing that was wrong was that Mr. Chase, 
the negotiator, a man who had actually conducted the negotiations, 
was not there to re view a draft of the contract before it was put in 
final form. I think that was a faulty procedure. But that was due 
to Mr. Chase’s i nee. If he had been there, he would have re- 
viewed the draft unquestionably; and he would have discovered the 
presence of a clause that he did not intend to have in the contract. 
[ think it should also be pointed out—perhaps it has not been suffi- 
ciently pointed out—that this clause in the contract that we are 
talking about, clause 11, provided that this prohibition against sales 
a ld last for 12 months following the execution of the contract. 
And what Mr. Chase apparently had in mind was that they were 
entitled to some protection until they got started, but certainly not 
for any such longer period as 12 months. 

Mr. Horven. Well, as I understand it, the provision known as 
section 11 was eliminated by mutual consent of the contracting 
parties 

Mr. Loos. Yes. That was done after the objections had become 
public ‘ly known, as has been « xplained. 

Mr. Horven. Are there any further questions? 

(No response. ) 

Mr. Horven. Thank you, Mr. Loos. 

Mr. Loos. Thank you, Mr. Chairman. 

The next witness is Patrick M. O’Leary, Office of the Solicitor, 
United States Department of Agriculture. 

Do you have a stateme nt, Mr. O'Leary? 

Mr. O’Leary. No, sir. 

Mr. Horven. You are the ind‘vidua] who actually drew up the 
contract in question? 
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- r.O’Leary. Yes, sir. I will tell you how it happened if you like. 
A draft of the contract was in our office when I[ returned from a 
field trip. I read the contract over. It contained the usual provisions 
that are in sales contracts. However, in view of the fact that there 
were three buyers involved, the contract would not work. The pay- 
meit provision, the provisions for delivery, issuance of delivery in- 
structions, were a little vague in view of the fact that there were 
three buyers that you just could not tell who would issue the instruc- 
tions, whom we would draw the sight drafts on; so I called Jack 
Tripp and told him I wanted to talk to bim about ‘t. 

L went up to his office, discussed the draft of the contract with 
Mr. Tripp and Dr. Dahl. 

Mr. Hermpurcer. Mr. Chairman, pardon me. Before he pro- 
ceeds further, may we place the date, Nir. O’Leary. What date 
was this? 

Mr. O'Leary. That was on Wednesday the 22d. The date given 
in the GAO report was wrong; I am sorry about that. I had two 
trips confused. I told the representative from GAO that was incor- 
rect; that it was on the 22d. 

Mr. Horven. What month? 

Mr. O’Leary. April. 

Mr. Hemp RGER. In other words, the first time that you, a repre- 
sentative of the Solicitor’s Office, participated in the drafting of this 
contract, so as to see that it conformed to the legal requirements of a 
contract, was after the meeting on the 20th at which the agreement of 
the parties had been reduced to writing by the major participants. 

Mr. O’Leary. That is right; yes, sir. Another lawyer from our 
office was present at the original meeting in Mr. Tripp’s office. I took 
over the contract to polish up the provisions on the 22d when I re- 
turned. As I say, I talked to Mr. Tripp and to Dr. Dahl about the 
contract provisions. I felt that the buyers should be required to 
nominate one party, either one of the buyers or a third party, to act 
as their agent so that we would have one party to eal with. 

Tripp said that the buyers were coming in, and he would discuss 
the whole thing with them. Two of them came in—Mr. Gee and Mr. 
Burlingham. I discussed it with Mr. Tripp and Dr. Dahl, and the 
two buyers asked questions about possibilities of the way the thing 
would work; and it was agreed that the Portland office of Archer- 
Daniels-Midland would be the operating party on behalf of the three 
buyers. I then drafted the contract on that basis, made the revisions 
which I felt necessary to make the contract legally enforcible. 

Insofar as any deviations from practice were concerned, | do not 
think it can justly be said that the contract did constitute a deviation 
from past practices except for the agreement not to compete. That 
was a departure. I do not believe we have ever had such a thing 
before. This was a special contract, it did not appear to me that it 
was so unusual as to require criticism because of the fact that we had 
no further inventories of those seeds which would advantageously be 
sold in that area and because of the fact that we do not have a current 
pric e support program on Austrian winter peas 

To me, it did not seem that the 12-month pe riod made any differ- 
ence. It was more or less academic. I would have questioned the 
length of the period—at least raised a question about it—if that had 
not been the case. 
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Mr. Horven. In other words, there was nothing irregular or un- 
usual about the contract except section 11? 

fr. O'Leary. No, sir 

\Ir. Hempeurcer. How did that section get in the contract? 

Mr. O'Leary. I have seen the first draft which Dr. Dahl drew up. 
In that draft, it was an open-end provision. Then, Dr. Dahl has 
told me that it was his idea that there should be a limit. After all, 
we might go into the Austrian winter pea business sometime. So, the 
12 months was put in 

Mr. Horven. Just a moment Who first suggested section 11? 

Mr. O'Leary. That I do not know, sir. It was in the contract 
which was on my desk. 

Mr. Hozven. Who brought it to your attention? 

Mr. O’Leary. Well, as I say, a draft of the contract for legal ap- 
proval was in the office. Naturally I read it over. I found the pro- 
vision in there. I discussed it with Mr. Tripp; got the facts of the 
situation; it appeared all right to me. Incidentally, I did tell Mr. 
Tripp that there would certainly be a congressional investigation be- 
cause of that provision. 

Mr. Horven. That is the same provision that was later eliminated 
by mutual consent of the contracting parties? 

Mr. O’Leary. Yes, sir. Incidentally, as Mr. Loos pointed out, 
that is the only provision of the contract in which I made absolutely 
no change. It was there in the original draft. 

Mr. Horven. .\re there any questions, Mr. Heimburger? 

\lr. Hermpurcer. Mr. O’Leary, I am not quite clear on the dates 
involved here. 

Now, the GAO report has you present at the meeting on April 20 
at which the terms of the contract were reduced to writing. 

Mr. O’Leary. Yes, sir. 

Mr. HermBcrc ir. Were you present? 

Mr. O’Leary. No, sir; that is my fault. As I say, I had recently 
made two trips. On one trip I returned to the office on the 20th; 
when I talked to that man, I only had 15 minutes’ notice that he was 
coming to see me, and I had not been able to check my dates. He 
asked me, ‘‘When did you first sit in on a meeting of this contract?” 
I told him on the 20th, because that was Monday; I felt that I had 
returned to work that day, and I knew it was the day I got back from 
the trip that I first entered in on this. 

Actually the trip was a different trip. I returned to work on Wed- 
nesday morning. And that is the first meeting I sat in on. There has 
been two previous meetings at which I was not present. 

Mr. Herimpurcer. What was the nature of the meeting on Wednes- 
day? That would be Wednesday the 22d. Were the purchasers at 
that meeting also? 

Mr. O’Leary. Two of them. Mr. Burlingham and Mr. Gee. And 
the purpose of that meeting was for my edification to see exactly what 
could be worked out, to make the contract so that it would function 
without any possibility of a hiatus as to who was entitled to order the 
peas out of storage; as to who we should draw sight drafts against, 
and to avoid any possibility of dispute in the event of refusal to take 
delivery. 

Mr. Hemmpurcer. Who, from the Solicitor’s Office, did take part in 
the meeting on the 20th? 
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Mr. O’Leary. Mr. Kaye. Mr. Merwin Kaye. He is in the room. 

Mr. Atspertr. You advised Mr. Tripp that this clause might cause 
a congressional investigation? 

Mr. O’Luary. I did not tell him it might cause one; I told him 
it most certainly would. 

Mr. Auserr. And yet that did not disturb him? He did not take 
it out, did he? 

Mr. O’Leary. He felt it was a justifiable proposition. I thought 
it was too, under the circumstances; but, nevertheless 

Mr. AuBerr. You felt it was justifiable until Congressman Shelley 
made his speech on the floor? 

Mr. O’Leary. No, sir; 1 did not feel it would justify anything. It 
was of such an unusual nature that I was sure that when the trade 
heard about that provision being in there there would be criticism. 

Mr. ALnert. You never had any suggestion from the Grain Branch 
that it be taken out ungil Congressman Shelley made his speech on 
the floor? 

Mr. O’Leary. No, sir. 

Mr. Jones. I would like to ask Mr. O’Leary: did you advise 
anyone else other than Mr. Tripp that this would be a matter for a 
congressional investigation? 

Mr. O’Lrary. No; 1 do not think I used those words 

Mr. Jones. Did you advise Mr. Loos? 

Mr. O’Leary. | advised Mr. Shulman, the Deputy Solicitor, 
who is my boss, that the provision should be approved as high as 
possible in the Department, so that if there were criticism of 1, it 
would not fall on Mr. Tripp. I felt that Mr. Tripp was carry ing 
out an agreement that had been reached in negotiation by higher 
officials than himself and that the record should be cleared on the 
point. 

Mr. Jones. In other words, this was such an unusual thing that 
vou felt it did deserve attention from higher authorities in the Depart- 
ment? 

Mr. O’Leary. Yes, sir. And it has. 

Mr. Jones. That is all. 

Mr. Horven. As I understand it, you thought it was a proper 
provision? 

Mr. O’Lreary. Yes, sir, under the circumstances. I do not want to 
reiterate the testimony that has been given about the uses of these 
peas and the inventory on hand. That is not my function. I am a 
lawyer. But taking all of those things into consideration, | under- 
stood—if I had been a buyer, I would have insisted on a protection 
clause. I thought they were justified in insisting on it. And it 
certainly did no harm to the Government to include it in the contract. 

Personally, I see no reason why it had to be eliminated. 

Mr. Hoeven. It became rather a moot question when the provision 
was eliminated, did it not? 

Mr. O’Leary. Yes, sir. 

Mr. Hornven. Are there any other questions? 

(No response. ) 

Mr. O’Leary. Mr. Chairman, if | may, I would like to make one 
comment, not in my capacity as a lawyer, but in my capacity as a 
public servant. I have been working with the administrative officials 
of the Commodity Credit Corporation for several years giving them 
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legal assistance in the purchasing and selling of commodities. I have 
had no part in the formulation of policy, but I certainly feel that I 
can express a fair opinion as to the results that will flow from the 
adiedise of a particular policy. If I could do so without being 
impertinent, I would like to say that I believe firmly that an abso- 
lute prohibition ¢zainst the making of negotiated sales would be 
very unwisé. The reason I feel that is this: when you have a dis- 
tressed commodity which must be moved and you offer that com- 
modity for sale on the competitive bids, you are not in a position to 
reject all bids, wait a while, and go back and try again. I also know 
from experience that when you have a distressed commodity which 
we are bound to have because of the fact that in storing large quan- 
tities of commodities, inevitably there will come a time when part or 
all of the stocks in particular warehouses will deteriorate and must 
be disposed of rapidly to prevent complete loss. 

The trade will cut vour throat if you invite competitive bids. I 
have seen it happen, not one. but many times when the bids received 
did not represent 50 percent of the value of that commodity. Now, 
the logical way to sell that and the way in which the Grain Branch has 
been operating is to contact various members of the trade who can 
use this type of a commodity in the condition that it is—-they have 
feed mixing operations or blending capacity—can utilize that product; 
they call one man— “What will vou offer for this? Will you make 
meadealonit?’ If they don’t like what he says, they call some more. 
Finally they make a negotiated sale; and believe me, gentlemen, they 
do niuch better and they save an awful lot of the taxpayers money by 
selling it that way. 

If you restrict them to selling only by competitive bids distressed 
commodities, it is going to amount to considerable loss in funds. 

Mr. Hemmeurcer. Mr. Chairman, on that point, may I ask a 
question? 

Mr. O'Leary, I am directing this question to you, but it refers also 
to something that Mr. Gordon said earlier: that he felt he had acted 
in a prudent business manner in making this sale. I simply want to 
inquire now for your best judgment on this point. Would it detract 
from the possibility of making an advantageous sale on a negotiated 
basis if there were a general public announcement some time prior 
to the negotiations that the Department was willing to negotiate for 
the sale of certain commodities? 

Mr. O’Leary. Mr. Heimburger, I think you put your finger on 
the only weak point in this entire transaction. And that is how do 
you interpret the April price list statement that information on prices 
and locations may be obtained by contacting the Commodity offices. 
I feel that the trade knows from past experience that that means 
we are opening to sales on negotiated bases. 

Mr. HermpurGcer. If that is the case, it would not have handi- 
capped the negotiations the least bit for there to have been a press 
release stating flatly that that was the case; is that true? 

Mr. O’Leary. Well, as I say, I think that probably would have 
been a good idea to have stated in the list not information as to prices 
and locations, how that can be obtained, but to have worded that 
“these peas are available for sale on a negotiated basis; interested 
persons may contact the Commodity offices and make offers, and offers. 
will be considered on the basis of both price and quantity.” 
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Now, I do not think that the end result would have been the same, 
understand me; but the newspaper publicity certainly would have 
been different; because this whole thing has mushroomed on the basis 
of a first erroneous report that no notice whatsoever had been given 
to the public that these things were available on the basis of an offer 
from the public. 

That report was incorrect. But that was the entire basis of the 
newspaper publicity. 

Mr. Hermpurcer. May I direct that question to Mr. Gordon. I 
would like to get his answer too. 

Mr. Gordon, do you feel as a businessman and as the present Admin- 
istrator of PMA that your ability to negotiate an advantageous con- 
tract, or let us say, a contract as advantageous as possible to ihe 
Government for the disposal of these peas, would have been handi- 
capped in any way had you issued a press release some time about 
April 1, announcing generally that the Department was willing to 
negotiate for the sale of all of its stocks of Austrian winter peas in 
storage on the west coast. 

Mr. Gorvon. That I could not say definitely. Our reason for act- 
ing as we did was the fact that repeated reductions had failed to result 
in any interest in this commodity. And when the opportunity arose 
for disposition on a negotiated basis, we took it because we did not 
feel that we would get more interest than had prevailed in the past. 

As far as a yes or no answer on that, I could not say. I do not 
know that we would have been handicapped by such a notice. 

Mr. Hermpurcer. Well, looking back at it now at this particular 
time 

Mr. Gorvon. Well, looking back at it now, it would have been the 
better part of wisdom. 

Mr. Hempurcer. But do you feel it would have prejudiced your 
chance to make a sale to these people that you did sell them to? 

Mr. Gorpon. I just do not know that. 

Mr. Apert. You said they usually called and asked various dealers 
whether they were interested in making an offer. And that certainly 
was not done in this case. 

Mr. O’Leary. | think the same result was achieved. In other 
words, the price list > 

Apert. I did not ask you about the result. 

Mr. O’Leary. Well, in effect, the same thing was done, sir. The 
price list removed the firm price; and in effect it told them they could 
come in and make offers. The wording could have been more apt, 
could have been more direct, I will grant you. Also, as Mr. Chase 
testified, he did bring up the subject that we were open to propositions 
we would like to dispose of these inventories with a meeting of a num- 
ber of people from the seed trade; and Mr. Purlingham, at least, a 
representative of the feed trade. Incidentally Mr. Burlingham testi- 
fied that a report of the meeting in Washington was sent to all of the 
associations. In addition, Mr. Chase testified that he tried to interest 
a man from General Mills; and General Mills does operate a large 
mixed feed business; and he asked him to pass the word along. 

Mr. Hoeven. Are there any other questions? 

(No response. ) 

Mr. Hoeven. Thank you, Mr. O'Leary. 
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We have one more witness; Mr. John E. Tripp, Chief of the Pro- 
curement and Sales Division of the Grain Branch for PMA. | 
understand he is not available at the moment. Mr. Loos, can you 
give us any information on that? 

Mr. Loos. We have not heard. He was in Detroit this morning 
and had hoped to make the 7:30 plane for Washington. I might say 
we contacted him at the Fisherman’s Lodge in Yellowstone Park. 
He was there for a family reunion that had been arranged many 
weeks ago. And Mr. McArthur talked to him Saturday. He said 
he had just arrived and did not like to leave but that he would call 
us Monday. And he did call Mr. Shulman and me Monday morning, 
vesterday morning, and we asked him to come back as rapidly as he 
could, and try to get here by this morning. He has an ailment that 
prevents him from flying at high altitudes. So, he drove from Yellow- 
stone to Billings, Mont., took a plane there last night, and arrived 
in Detroit as I say in time to get the 7:30 plane this morning, but 
was unable to get on it, because it was full. 

When we talked to him this morning, he was hoping to get on the 
10 o’clock plane which would get him here at 1:32. If he failed to 
get on that, he would get a 1:50 Northwestern plane that would get 
him here sometime about 3 o’clock this afternoon. He is under 
instructions to make himself available to the committee just as soon 
as he arrives. 

Discussion off the record 

Mr. Horven. The subcommittee will stand adjourned until 9:30 
tomorrow morning at which time we will hear Mr. Tripp. 

Whereupon, at 11:35 a. m., the subcommittee adjourned, to 
reconvene at 9:30 a. m., June 24, 1953.) 
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WEDNESDAY, JUNE 24, 1953 


House OF REPRESENTATIVES, 
SUBCOMMITTEE No. 3, COMMITTEE ON AGRICULTURE, 
Washington, Dd. ¢ 

The subcommittee met, pursuant to notice, at 9:50 a. m., In room 
1310, House Office Building. Representative Hoeven, chairman of 
the subcommittee, presiding 

Present: Representatives Hoeven (chairman), Williams, Gathings, 
Sutton, Albert, and Jones 

Mr. Horven. The subcommittee will come to order 

The subcommittee is meeting this morning to interrogate Mr 
John E. Tripp, Chief of the Procurement and Sales Division of the 
Grain Branch of the PMA. Let me say, Mr. Tripp, that we regret 
exceedingly the apparent necessity of getting you back here to appear 
before this subcommittee. We realize that you were on a vacation 
with your family; and I know it has been some inconvenience for you 
to come back to Washington at this time. The reason for calling 
you back is the fact that there has been a demand on the part of some 
members of the subcommittee to interrogate you about the contract 
involved in the sale of Austrian winter peas, which we are investigating 

I did not want to conclude the hearings without giving you an 
opportunity to appear and to also give the subcommittee full op- 
portunity to question you about the matter 

Do you have a statement you want to make, Mr. Tripp? 


TESTIMONY OF JOHN E. TRIPP, CHIEF, PROCUREMENT AND 
SALES DIVISION, GRAIN BRANCH, PRODUCTION AND MAR- 
KETING ADMINISTRATION 


Mr. Tripp. Well, I don’t know what to say other than except to 
answer questions, other than it seemed to me the sale was a sort of a 
natural thing to do under the circumstances. It seemed to me to be 
proper. 

Mr. Horven. Are you the individual who suggested the terms of 
the contract in question? 

Mr. Tripp. More or less, yes, sir—the detail. That is usually the 
way we make those sales. You make an arrangement for the sale on 
the price and fix up your detailed terminology and contract details. 

Mr. Horven. How long have you been with the Department? 

Mr. Tripp. Since November of 1933. 

Mr. Horven. You have been in this same Department during all of 
that period? 

Mr. Tripp. | have been in there, oh, at lesst, dealing on grain in 
this work, 12 or 15 years. 
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Mr. Horven. Do you have any questions, Mr. Williams? 

Mr. Wituiams. No; I have no questions. 

Mr. Hoeven. Mr. Albert. 

Mr. Arserr. [I would just like to have Mr. Tripp summarize his 
part in this matter briefly. 

Mr. Tripp. | was called over to Mr. Chase’s office. I cannot 
recall whether these three gentlemen were in there at the time | came 
in or came in right after that. The three of them that were there I 
had never seen before; and we just discussed buying the peas. 

Mr. ALBert. When was that? 

Mr. Trier. That was on the 17th, I believe. I have not checked 
those dates exactly since I got in here. That was on Friday. 

Mr. Atsertr. The 17th of April? 

Mr. Tripp. Yes, sir. 

And while I wes there, there was not a whole lot of conversation on 
detail other than they talked price a while, as to how we intended to 
dispose of the balance of our peas. And on Monday, we started draw- 
ing up the contract. I informed Mr. Dahl in general terms what it 
was, and he started working on the contract. And these people came 
in about the middle of the morning on Monday; and I believe they 
came back in the afternoon again for a short time. And I believe 
they left. And we redrafted the contract a couple of times and sent 
it down to the Solicitor’s office; across the street to Mr. Richard’s 
office. 

And we got clearance there, and we sent the contract out to them. 

Mr. Avperr. Did you have anything to do with the price that was 
agreed upon? 

Mr. Tripp. No. 

Mr. Atsert. Well, what is your recollection of section 11, the 
so-called protective clause, in the agreement, Mr. Tripp, that was 
finally signed? 

Mr. Tripp. Not to sell west of the Colorado line? 

Mr. ALBert. Yes. 

Mr. Trier. As I recall, thev said something about—and Mr. Chase 
agreed—lI forget just what words they used—that we would not sell 
the balance of our peas west of the Colorado line. 

Mr. Atsert. East of the Coloredo line. 

Mr. Tripp. West of the Colorado line. We would not sell any 
of our peas that were in Colorado east, or for use as feed west of the 
Colorado line. 

Mr. Aupert. Yes. 

Mr. Trier. And that statement having been made to them, I put 
it in the contract. 

Mr. Atserr. Mr. Chase agreed to that at that time? 

Mr. Tripp. That is right. 

The reason for their insistence on something like that was that, as I 
understood it, not having any of these peas sold yet—they had bought 
quite a volume of peas—that they might run into considerable diffi- 
culty if for some reason the Government would sell the balance of 
their peas in competition with them. 

Of course, the cost of putting our peas that were east of the Colorado 
west of the Colorado made it practically prohibitive anyhow. At least 
for any private individual to do that would be prohibitive, or for any 
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private concern to do that; because the freight cost going back would 
be so high it would be nearly prohibitive. 

Mr. ALsert. Well, the fact was that there were not any peas left 
in that area to be in competition to amount to anything. 

Mr. Tripp. Not very much. About 1,400,000 pounds in eastern 
Colorado. And we had a lot of them in Texas. 

Mr. AutBert. Whereabouts were they in Colorado? 

Mr. Tripp. In Elsmere. 

Mr. Horven. Mr. Jones. 

Mr. Jones. This last question you had there, you did not mean 
those million-odd pounds of peas were at this point in Colorado? 

Mr. Tripp. There is 1,400,000 pounds left at Elsmere, Colo., now. 

Mr. Jones. They are left there now? 

Mr. Tripp. Yes, sir. 

Mr. Jones. They are in Colorado? 

Mr. T'rrpp. Yes, sir. 

Mr. Jones. That is 1,400,000 pounds of peas? 

Mr. Tripp. Right. 

Mr. Jones. Have you had an opportunity since you have come 
back to read any of the testimony that was given on prior days? 

Mr. Tripp. I have not read it; no, sir. 

Mr. Jones. One thing that has been confusing all the way through 
here, Mr. Tripp, is where you got the authority to instruct Mr. 
Dahl, if you did instruct him, to put this clause into the contract, 
that is, the monopoly or restrictive protective clause? 

Mr. Tripp. I do not know that I had any specific authority except 
that Mr. Chase had agreed that the Government would not sell its 
peas in that area. 

Mr. Jones. Well, you said Mr. Chase had agreed; when did you 
learn about that agreement, or were you present at the time that 
agreement was made? 

Mr. Tripp. I think he made that statement while I was over in his 
office with these people. 

Mr. Jones. Well, did that appear in the first draft of the contract 
that you wrote? 

Mr. Tripp. I do not believe I could answer that without——— 

Mr. Jonns. Do you have the first draft of the contract there with 
you? 

Mr. Tripp. Yes, sir. 

No; I do not find that in the first draft. 

Mr. Jones. Well, did Mr. Chase see the first draft of the contract? 

Mr. Tripp. No; I do not believe he did. 

Mr. Jones. Well, let me ask you this then: Who made the first 
draft of the contract? 

Mr. Tripp. Well, I gave Mr. Dahl just some general ideas on what 
the sale was; and he made up the first draft. 

Mr. Jones. Then, when did you make the second draft and who 
made suggestions on the second draft? 

Mr. Tripp. I just cannot recall the detail. I imagine that when 
these people came in there we talked over this draft of the contraet—— 

Mr. Jones. Who are “they’’? 

Mr. Tripp. Mr. Gee and Mr. Burlingham, and Mr. Farrington 
came in there a little while; but he was not there very long. Most 
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of this contract arrangement work was with Mr. Gee and Mr. Bur- 

ling) im 

Mir. Jones. Mr. Farrington was there part of the while that the 
yitract was being drafted? 

Mr. Trier. I would say he was there maybe 30 minutes or so 

Mr. Jones. He was there at the time you made the first draft? 

\Ir. Tripp. Not necessarily. He was only in my office just a 
very short time 

Mir. Jones. I mean do you recall whether he was there on the 
first draft or the second draft or the third draft or the fourth draft? 

Mir. Tripe. No, sir; I do not know which draft it was. 

Mr. Jones. Do you know how many different drafts of this con- 
ra were made? 

Mr. Tripp. About three, I think 

\Mir. Atpert. How many were made before it was sent to the 
Solicitor’s Office? Was there only one made before it was sent to 
the Solicitor’s Office? 

Mr. Tripp. Mr. Kaye was up there with us part of the time when 
we were drawing some of this. You may change different sheets and 
have 2 or 3 copies of 1 sheet. There may have been 2 or 3 drafts 
of different pages before we got it ready to send to the Solicitor’s 
Office 

Mr. Jones. What we are trying to find out, which is the main 
thing as I see it about this contract: who made that suggestion of 
putting the monopoly clause in the contract? And when was it 
put in there? 

Mr. Tripp. As I recall, that was discussed over in Mr. Chase’s 
office; and he agreed that the Government would not sell the balance 
of their peas west of the Colorado line. 

Therefore, if you agree to it, you might as well put it in the contract. 

Mr. Jones. Did he indicate to you either by instruction or in his 
conversation or by any other way that he thought or desired that 
that should be in the contract? 

Mr. Tripp. Not necessarily; no, sir. Whatever they agreed to over 
there, I put in the contract. 

Mr. Jones. Were you there at the time the agreement was made? 

Mr. Tripp. In Mr. Chase’s office? 

Mr. Jones. Wherever they met. I don’t know 

Mr. Tripp. Yes. I was not there all the time, but I was over there, 
oh, IT would say, about an hour or an hour and a half altogether. 

Mr. Jones. Where did you get your information as to the price of 
the peas that were put in this contract? 

Mr. Tripp. Mr. Chase’s office 

Mr. Jones. Well, now, did you get that at the same time that you 
got the information to put the monopoly clause in there? 

Mr. Trier. Yes, sir 

Mr. Jones. You got that at the same time? 

Mr. Trrepe. Yes, sir 

Mr. Jones. Now, at the time that that was done, you say that Mr. 
Gee and Mr. Burlingham and Mr. Farrington were all there at the 
time that the contract was executed; and they made suggestions for 
changes in that contract; is that correct? 

Mr. Tripp. Well, not quite. Mr. Gee and Mr. Burlingham were 


there quite a little while while we were drawing up the contract in 
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general terms in the morning; and then they came back in the after- 
noon, as I recall it. Mr. Farrington was there only a very short time, 
I believe, in the morning, or afternoon. I do not remember which. 

Mr. Jones. But he was there during a part of the discussion of this 
contract, and before the final contract was drawn? 

Mr. Tripp. Yes, sir. 

Mr. Jones. In other words, he was there before the contract was 
sent to the Solicitor’s Office? 

Mr. Tripp. Yes, sir. 

Mr. Jones. Another thing I would like to see if you know is: When 
was an order issued reducing the price of the peas below $60 a ton? 

Mr. Tripp. April 2. 

Mr. Jones. April the 2d was the date that order was issued reduc- 
ing the price of the peas below $60 a ton; is that right? 

Mr. Tripp. Right. 

Mr. Jones. Do you know anything abcut a meeting of the mem- 
bers of the Seed Committee, being here in Washington? 

Mr. Tripp. I heard there was such a meeting. I was not there 

Mr. Jones. Did that have any relation to the time that this price 
was reduced on the peas? 

Mr. Tripp. I do not think so. 

Mr. Jones. You do not think that had anything to do with it? 
You do not know whether their meeting was before or after the reduc- 
tion from $60? 

Mr. Tripp. No; I do not. 

Mr. Jonns. At the time that you took the contract or sent it or 
which did you do—did vou send or take the contract to the Solicitor’s 
office for approval? 

Mr. Tripp. I believe Dr. Dahl took it. 

Mr. Jones. You think Dr. Dahl took it down there? 

Mr. Tripp. Yes, sir. 

Mr. Jones. Did you at any time have any discussion with anyone 
in the Solicitor’s office relative to this contract? 

Mr. Tripp. Oh, ves. | have talked to Mr. Kaye and Mr. O'Leary 
both. 

Mr. Jones. Well, did anybody make any suggestions about any 
unusual features of this contract? 

Mr. Trier. Not necessarily; no, sir. 

Mr. Jones. You did not hear anyone make any statement about 
any unusual features of this contract? 

Mr. Tripp. He would not hardly say there are any particular 
unusual features about it. 

Mr. Jones. Did you hear Mr. O’Leary make any comment about 
this contract? 

Mr. Tripp. He talked about the contract when we were up there 
drafting it; yes 

Mr. Jonrs. Did he tell you that you might anticipate some trouble 
over that section 11? The monopoly clause? 

Mr. Tripp. He may have said something about it. I do not 
recall for sure. 

Mr. Jones. Mr. Tripp, I mean, if he had made a comment like 
that, certainly you would have remembered that. Did you ever 
put a clause like that in any other contract that you have ever drawn 
for the Commodity Credit Corporation? 
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Mr. Tripp. Not that I can recall. Although I think there surely 
are things that come very close to that. I just cannot recall what 
they might be right now; but I do not think that is so unusual under 
these circumstances. 

Mr. Jones. You said a minute ago there was nothing unusual about 
the contract, and now you say it was so unusual. Was it unusual or 
was it a normal procedure? 

Mr. Tripp. I would say it would be normal under the circumstances. 

Mr. Jones. But you said a minute ago it was an unusual—— 

Mr. Tripp. No, not necessarily. I cannot recall— 

Mr. Jonns. Well, you just got through telling the reporter that 
it was an unusual clause. 

Mr. Tripp. Well, you do not find it in very many contracts. Where 
we agreed not to sell something in a certain area or something like 
you would not find that in many contracts; but I would not say that 
it is unusual. 

Mr. Jones. If you did not find it in other contracts, it would be an 
unusual clause in a contract, would it not, Mr. Tripp? 

Mr. Tripr. Well, by that I mean we might under—aunder certain 
conditions, you might not want to sell certain commodities in the 
domestic market. 

Mr. Jones. Well, let me ask you a specific question. Did you 
hear Mr. O’Leary make the statement that this clause would be the 
subject of a congressional investigation? 

Mr. Tripp. I could not say whether I recall him having made that 
definite statement or not. 

Mr. Jones. That would be a rather unusual statement to be made 
by someone in your department, would it not, calling attention to 
the fact that it might be the cause for a congressional investigation? 

Mr. Tripp. Well 

Mr. Horven. Mr. O’Leary, did you make that statement? 

Mr. O’Leary. Yes. 

Mr. Horven. Was Mr. Tripp present at that time? 

Mr. O’Leary. Yes,sir, he was. Mr. Tripp may have forgotten. 
I was interested in—I had never known this provision to be used 
before, and I wanted to be assured that the provision would be ap- 
proved by the people above the Grain Branch; so that Mr. Tripp, 
if there were any criticism of it—and I felt there would be, would 
not take the brunt of it. 

Mr. Atsert. Would you yield just a second? 

Mr. Jones. Yes. 

Mr. Atsert. Did Mr. Chase ever say anything to you about 
not wanting that protective clause in after this conversation in which 
the agreement was reached? 

Mr. Tripp. No, sir. 

Mr. Atspert. He did not? 

Mr. Tripp. Well, except that afterward here he said he really 
did not intend necessarily to put it in the contract; but he did not say 
anything to me about not putting it in there. And when he agreed 
not to do that, I put it in the contract. 

Mr. Auserr. In other words, his later inference to you was that 
he intended to give them that monopoly in fact, but he had not con- 
templated putting it in the contract; was that your understanding 
of his later statement? 
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Mr. Tripp. Well, I did not discuss it at any great length with him 
particularly, but I think what he meant was to them that the 
Government would not go into competition with its peas against 
their peas 

Mr. ALsert. On that point, just what was said to vou? You were 
the one assigned, were you not, to start the operation of drawing 
the contract? 

Mr. Tripr. That is right. 

Mr. Atsert. What, in substance, did Mr. Chase say to you? 

Mr. Tripp. He did not say much tome. [| just listened in his office 
when he was talking on this contract and went back and started on the 
contract. 

Mr. Ausert. Did he say “Mr. Tripp, you understand the agree- 
ment; could you put it in writing?” or something to that effect; or did 
you just take it on your own? 

Mr. Tripp. That is why I came over there—to get the details of the 
contract. And that is what I usually do in drawing up these contracts. 
0, I a went ahead the way we usually do. 

"ie Jones. Let us get right back to that clause again. You wanted 
to draw up the contract as you usually drew it up? 

Mr. Tripp. Yes. 

Mr. Jones. And can you recall any other contract that you have 
ever drawn that had a monopoly clause in it? 

Mr. Tripp. No, not just offhand. 

Mr. Jones. Well, if you cannot recall another case, surely you had 
some reason for putting it in there or some instruction. You surely 
would not have gone out on your own without any suggestion from 
anyone and put a clause of that import in a contract of this kind, 
would you? 

Mr. Tripe. No. I put it in there because it was agreed to over in 
Mr. Chase’s office. 

Mr. Jongs. It was agreed to in Mr. Chase’s office that it would be 
in the contract? 

Mr. Tripp. Not necessarily. That we would not sell our peas west 
of the Colorado line so we put it in the contract that way. 

Mr. Jonrs. In other words, the agreement was made but you say 
it was not agreed to put it in the contract? 

Tripp. A lot of things you talk about in making a sale of that 
kind you do not always say whether you put them in or do not put 
them in the contract. I usually put everything that is agreed to in. 

Mr. Jones. I think that is a good practice. 

Mr. Tripp. That is right; that is why I put it in there. 

Mr. Jones. | think it should be in there—anything that is agreed to. 

Mr. Tripp. That is why | put it in there. 

Mr. Jonss. Is it not a fact, or is it not a common procedure for you 
to put everything in every contract that is agreed to unless you are 
instructed to keep it out? 

Mr. Tripp. That is right. 

Mr. Jones. And nobody instructed you to keep it out; and following 
your normal procedure you would put everything in the contract 
that came up in this agreement? 

Mr. Tripp. Yes, si 

Mr. Jonsgs. Following along that same line, you would understand 
then that it was Mr. Chase’s desire that it be in the contract? 
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Mr. Tripp. Well, I took that for granted. 

Mr. Jones. You took that for granted? 

Mr. Tripp. Yes, sir. 

Mr. Jones. Had you worked with Mr. Chase on any other contracts 
of any kind since he came into the Department prior to writing this 
contract? 

Mr. Tripp. No, sir. 

Mr. Jones. That was the first contract you had ever written with 
Mr. Chase? 

Mr. Tripp. That is right. 

Mr. Jones. Had you written any other contracts for anyone else 
since the time that Mr. Chase came into the Department? 

Mr. Tripp. Not that I recall 

Mr. Jones. In other words, you did not write any contracts from 
February until April 17 then? 

Mr. Jones. I believe not. 

(Discussion off the record.) 

Mr. Hoeven. The committee will recess until 2 o’clock this after- 
noon. 

(Whereupon, at 10 a. m., the hearing was adjourned, to reconvene 
at 2 p. m., of the same day 


AFTERNOON SESSION 


The subcommittee met, pursuant to notice, at 2 p. m., in Room 
1310, House Office Building, Representative Hoeven (chairman of the 
subcommittee) presiding. 

Present: Representatives Hoeven (chairman), Wampler, Albert, 
Sutton, and Jones 

Mr. Horven. The committee will come to order. 

Mr. Tripp, will you resume the stand. 

Mr. Tripp. I should like to correct a statement that I made this 
morning; and that is that the limitation on sales west of Colorado 
was in the original draft. 

Mr. Jones. It was in the original draft? 

Now, let me ask you: Was it in the second draft? 

Mr. Tripp. Yes, sir; it was in the draft that went to the Solicitor’s 
office which I believe 

Mr. Jones. Well, did Mr. Chase see any of the original drafts of 
this contract? 

Mr. Tripp. I believe not. 

Mr. Jones. Well, did you not say this morning that you did discuss 
that with Mr. Chase and that he did see that contract? 

Mr. Tripp. Well, the contract was sent across the street. I 
believe I learned afterward that he went out of town before the con- 
tract was sent over there in final draft. 

Mr. Jones. Well, you told us this morning though that Mr. 
Chase was there at the time. 

Mr. Tripp. Well, I just don’t know what day he went out of town. 
I did not take the draft of the contract over to him as I recall it. 

I think when the contract went over in final draft he was out of 
town at that time. 

Mr. Jones. Well, let me ask you this question: Did anybody re- 
fresh your memory on this case during the noon hour? 
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Mr. Tripp. No. Other than the fact that Mr. Dahl mentioned 
that this protection clause was in the original contract. 

Mr. Jonres. Well, now, did anybody else refresh your memory 
about anything else that occurred during that noon hour? 

Mr. Tripp. No, sir. 

Mr. Jones. You did not discuss this with the members of the 
Solicitor’s Office during the noon hour? 

Mr. Tripp. No, sir. 

Mr. Jones. You did not discuss it with anybody during the noon 
hour except Dr. Dahl? 

Mr. Tripp. That is right. 

Mr. Jones. That is the only person you discussed this with during 
the noon hour? 

Mr. Tripp. Well, something was said about the hearing up here, 
but nothing with reference to the contract of sale. 

Mr. Jones. You mentioned the fact that Mr. Chase left for a 
vacation. Now, do you know when he left on that vacation with 
reference to the time that you drafted this contract? Did he leave 
before you drafted the contract or did he leave after you drafted 
the contract? 

Mr. Tripp. I really could not say, but I think probably he left 
late Friday. I do not believe he got back until the middle of the 
week—Tuesday. 

Mr. Jones. Well, I do not have a calendar. Now, Friday was the 
17th, was it? 

Mr. Tripp. Right. 

Mr. Jones. Friday was the 17th. Was not that the day that you 
drafted the contract? 

Mr. Tripp. Well, that is the day we started to draft it. Friday 
afternoon. 

Mr. Jones. That is the day you made your first draft of the con- 
tract; is that right? 

Mr. Tripp. That is right. 

Mr. Jones. And Mr. Chase was there at that time? 

Mr. Tripp. He was over there across the street, but we were not 
over in his office. 

Mr. Jones. Well, you said you sent the contract across to him, 
I thought. 

Mr. Tripp. I did. Monday or Tuesday. I forget what day it 
was we sent it over to the Administrator’s office, over to Mr. Richards’ 
office. 

Mr. Jones. Well, 1 am not familiar with the geography, and I am 
not familiar with where “across the street’’ is. 

Mr. Tripp. Well, over in the Administration building. 

Mr. Jongs. Now, during the noon hour, then, have you refreshed 
your memory as to the conversation that you had with Mr. O'Leary 
when he suggested leaving that clause in there would probably cal 
for a congressional investigation? He did not say “probably,” but 
he said “This will call for a congressional investigation.” Do you 
recall that now? 

Mr. Tripp. I believe I do. He said something about that, now. 
So he wanted to be sure it was understood over in the Administration 
Building that that was in there. 
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Mr. Jones. And what was your reaction to that statement? Did 


‘ 
lid you suggest that it be left in? 


V< es At 1t pe é Oo or ¢ 

Vi RIP] Is rresved | ) elt 1 

Mr. Jongs. Whv? 

Mir. Tripp. Because that agreement—because Mr. Chase had made 
that agreement with them. If that is what you agree to, put it in 
t} co { 

Mr. Jones. In other words, it was because of Mr. Chase’s agree- 
hie and you 1eit that he Wi nted il 1 l the contract? 

Mr. Tripr. That is right. If they wanted to change it across the 
Stree in the \dministrator’s office over there, they could have it 


taken out. 


Mr. Jones. Let me ask you this: Do you think or do you know 


whether Mr ( he se ever Saw this CONLTaAC ? 
Mr. Tripp. I do not know that he did. It seems to me that when 
it was sent over to Mr. Richards’ office, Mr. Chase had gone out of 
I do not believe he saw it. I may have called him on the 


phone with reference to some part of it or something like that before 
he left on Friday. 

Mr. Jones. Well, now, do you recall whether you did discuss that 
matter with him on the telephone or not? 

Mr. Trirep. This section 11? 

Mir JONES. Ye S, sir 

Mr. Tripp. Not necessarilv;no. Ido not recall that I did, because 
that is what he agreed to; so I put it in there. 

Mr. Jones. I thought you said a minute ago that you might have 
discussed a call like that with him 

Mr. Tripp. I do not recall having talked to him about that particu- 
lar point, or any other particular point; because it was just a general 
sale for those 2 or 3 items in it: so we drew it up th way we always do. 

Mr. Jones. Well, you said this morning at one time that you 
thought that was an unusual clause in the contract. Then you said 
again that it was a normal procedure to put in the contract. 

Now, what would you say about it this afternoon? 

Mr. Tripper. Well, 1 do not recall having any contracts which stated 
specifically that a limited area necessarily was specified within which 
we might sell in the future or for any particular time. But we put 
limitations on various sales at different times. 

For mstance, right now, we are selling wheat for export off of 1 
coast but not off of 2 of them. You have various times when we sell 
certain commodities only for certain us 

Mr. Jones. Would you still say that was not a usual procedure to 
put that clause in the contract! 

Mr. Tripp. Well, 1 guess I would have to say that it is unusual 
because it is not normally done. I suppose I would have to say that, 
because primarily we did not have circumstances like this. 

Mr. Jones. And then you do remember that Mr. O’Leary told you 
that this would result in a congressional investigation; that the 
(Administrator had notice of that at the time the contract was signed? 

Mr. Trier. (No respons 

Mr. Jones. That is all 

Mr. Atpert. After counsel had advised you that that would cause 

Wii tivation, did you ot h k it unportant enough to go back 
discuss it with Mr. Chase or others higher? 


) 
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Mr. Tripp. I think he was gone out of town at that time. I think 
it was brought to their attention across the street. 
Mr. ALBER1 You brought it to the at ntion of Mr. Richards? 

Mr Tripp. Ye , because that ts why I sent the contract off It was 
sent to the Solicitor’s Office. It went over to Mr. Richards’ office 
Mr. ALBertT. A 
Mr. Trrev. I do not think I did 
Mr. Aubert. The Solicitor’s Office told you that 
Mr. Tripp. I do not recall 
Mr. ALBerv. It is funnv vou cannot remember some of these things 


nd you told Mr. Richards yourselt 


that seem to be fairly important here. lam not eriticizing a man for 
what he cannot remember: but it seems to me a thing like that beu g 
said by a man in the Department that is responsible for the legal 
effects of contracts would be remembered by people who heard 


enough of the conversation that took place to go over and draw the 
contract up. 

Mr. Tripp. Weill, Mr. Richards was more or less familiar with th 
sale: and when the contract was finallv draw md 
Solicitor’s Office, it was sent over to his office and suggested that | 
read every item in it; that they would understand it over there— 
exactly what they were agreeing to. 

Mr. Horven. Mr. Sutton. 

Mr. Sutron. Mr. Tripp, are you an attorney 

Mr. Trier. I am nota practicing lawye P. I havea decree thoug 

Mr. Surron. You have a degree in law? 

Mr. Tripp. Yes, sir. 

Mr. Surron. It has been your job to draw up all these contracts 
with the Department of Agriculture from the Grain Branch Section, 
more or less? 

Mr. Trrep. Yes, sir. 

Mr. Surron. You have drawn up practically all of them, have you 
not? 

Mr. Tripp. In the last 6 months, say, most all the sales contracts 
like these 

Mr. Surron. Most all of them. What percent would you say of 
them have you not drawn up? 

Mr. Trree. Oh, I do not know what it might be 

Mr. Surron. 5 percent, 10 percent? 

Mr. Trier. Maybe. 

Mr. Surron. Maybe 5 percent of them? But 95 percent you have 
drawn up? 

Mr. Trier. That is right. 

Mr. Surron. In drawing up these contracts, have vou ever drawn 
up a contract like this one before? 

Mr. Tripp. Well - 

Mr. Surron. To break it down so you can answer more specifically 
Have you ever drawn up a contract where a sale was given to parties 
on consignment 6 months without any down payment? 

Mr. Tripp. Well 

Mr. Surron. Without a bond or any cash downpayment at all? 
Any? 

Mr. Trrep. We have sales where you do not 

Mr. Surron. I mean have you ever drawn up one? 

Mr. Tripp. You mean in sales— 


’ ' l hw ti} 
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Mr. Surron. I mean have you personally since you have drawn up 
95 percent of them, plus or minus 

Mr. Tripp. Well, of course, I do not write them all exactly per- 
sonally myself. We always have a legal staff helping us. 

Mr. Surron. | mean the ones you have drawn yourself. And you 
say you have drawn probably 95 percent of them up in the last 
h months or 7 

Mr. Horven. Did you draw any contracts prior to the last 6 
months? 

Mr. Tripp. Oh, yes. 

Mr. Horven. How long have you been with the Department? 

Mr. Tripp. We have drawn a lot of contracts 


Mr. Horven. ea drew them prior to January 1, 1953, did you not? 
Mr. Tripp. Oh, yes 
Mr. Surron. In all of your experience, have you ever drawn up one, 
whether you have been there 30 or 50 years, or 6 months, have you | 
ever drawn up a contract, you personally , 
Mr. Tripp. I have writven up drafts of them, sure, and had them 
sent down to the Solicitor’s Office to be in accordance with their 
theory of a contract 
Mr. Surron. Have you personally ever drawn up one with this 
lause in it in all of your experience regardless of when it was? 
Mr. Tripp. Well, if I get your question right, you are asking whether 
I ever drew a contract before which did not call for immediate cash 
pavment? 
Mr. Surron. Or downpayment or bond of some type? 
Mr. Tripp. I think we have had quite a number of those. 
Mr. Surron. I am not talking about “we”; 1 mean have you 
personally 
Mr. Trier. Well, the only way I can answer that is that I believe 
that is true that we have had quite a few contracts where we did not 
vet cash payment immediately upon signing. 
Mr. Surron. You are still not answering my question. Have you 
personally ever drawn up one with this clause in it? 
Mr. Trier. I would have to look up contracts to see that. I would 
savy LT have. But I would like to check it because I am not sure. 
Mr. Surron. But you do not remember it if you have, do you? 
Mr. Tripp. No. But I know we nave had contracts where you did 
not pay until you actually took over del livery of goods, where you did 
not get cash payme nt ’ 
Mr. Surron. Have you ever drawn up one personally yourself that 
p rmitted 6 months to take out the goods without any down payment 
t all. Iam not referring to the Solicitor’s Office; I am re ferring to 
: 


vou personally, as a draftsman for the contract? 

\[r. Trier. No. I believe I have not. 

Mr. Surron. You do not believe you have? 

\ir. Tripp. No 

Mr. Surron. And have you ever drawn up one in your experience, 
vourself, with a monopoly clause like this in the contract before? 

Mr. Tripp. No; | believe not. 

Mr. Surron. Then that would be an unusual case for you, would it 
not? 

Mr. Tripp. That is right 

Mir. Surron. Who told you to do this, Mr. Tripp? 
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Mr. Trier. Do what? 

Mr. Surron. To put this monopoly clause in and also the 6 months’ 
provision? 

Mr. Tripp. Mr. Chase agreed to the monopoly clause, so-called 

Mr. Surron. Did he tell you to put it in there? 

Mr. Tripp. That is what he agreed to with these people, and that 
is why I put it in the contract 

Mr. Surron. Did he tell you to put it in? 

Mr. Tripp. He did not tell me specifically to put anything in 

Mr. Surron. Did anyone tell you to put it in? 

Mr. Trirr. No, sir. 

Mr. Surron. Who called you over there? 

Mr. Tripp. Mr. Chase 

Mr. Surrox. Mr. Chase? 

Mr. Tripp. Yes, sir. 

Mr. Surron. This was on what date? April 2? 

Mr. Trier. April 17 

Mr. Surron. April 17? 

Mr. Tripp. Yes, sir. 

Mr. Surron. When was the first time you knew anything about the 
\ustrian pea sale? 

Mr. Tripp. April 17 

Mr. Surron. You had never discussed it with anyone previous to 
that dav? 

Mr. Tripp. Not with any of these people on this sale; no, sir 

Mr. Surron. I mean had vou ever discussed the Austrian pea sale 
with anyone previous to April 17? 

Mr. Tripp. Well, we have been talking about selling Austrian 
Winter peas for Over a vear 

Mr. Surron. I mean with reference to this particular sale? 

Mr. Tripp. No, sir. 

Mr. Surron. You did not talk to Mr. Watson about it, the Director 
of the Grain Branch? 

Mr. Tripp. With reference to this particular sale? 

Mr. Surron. That is right 

Mr. Tripp. Not that I recall, no. 

Mr. Surron. Between April 2 and April 17, vou did not talk to 
Mr. Watson about it, either in unofficial or official capacity? 

Mr. Trier. Not that I reeall. Now, I could not say, because | 
talk tohim about a lot of things. But the first time I heard specifically 
about this sale was when I was called over there on the 17th. 

Mr. Surron. Was there anyone else from the Grain Branch, either 
the Director or any assistants called over there with you? 

Mr. Tripp. That day? 

Mr. Surron. On April 17? 

Mr. Tripp. I was the only person there from the Grain Branch. 

Mr. Surron. At any other time, when the discussion of this sale 
was going on, were you the only one from the Grain Branch that was 
there? 

Mr. Tripp. | believe that is right. 

Mr. Surron. To your knowledge, was it discussed with anyone else 
in the Grain Branch? 

Mr. Tripp. Well, it was discussed, of course, with Doctor Dahl 
here, because he was working with me; and I think both Mr. Watson 
and Mr. McArthur knew about the thing. 


) 
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Mi SI} ON Do you k LOW how they knew about it? 

Mr. Tripp. No; 1 could not really say. Mr. MecArthur’s office, 
of course, is right next to me, and he comes in there, and he knows 
what we are doing 

Mr. S On Did you discuss 1t with him? 

\i Triep. Not particularly, no 

M SUTTON Did ou dis Iss it with him, period? 

Mr. Tripp. I probably mentioned it to him, sure, but he did not 


Mir. Survon. Previous to April 17, had you discussed 1t with him? 
Mr. Surron. Was it not unusual that no one in the Grain Branch 


Mr. Tripp. Well, I should say that if they knew nothing about it 
ud be unusual; but I do not know whether they 


\Ir. Surron. Was it not the common practice in the Department 
of Agriculture when there was anything sold in the Grain Branch 
that you fellows in the Grain Branch ineluding the Director of the 
Grain Branch were taken into confidence with it and discussed it? 
Was that not the common practice from the time you have been in 
the Department of Agriculture until this transaction? 

Mr. Tripp. More or less; not always. 

Mr. Surron. Do you know any specific cases they were not taken 
into confidence about it? Any one case? 

Mr. Tripp. No. Ido not believe I recall any particular one. 

Mr. Surron. Then you would say from that answer then that this 
was very unusual, that no one in the Grain Branch sat in on this 
conference of selling Austrian winter peas, would you not? 

Mr. Tripp. That is right. 

Mr. Surron. On April 2 at this meeting which was with the 
seed dealers and the seed advisory board, did you discuss with those 
gentlemen anything about the Austrian peas? 

Mr. Trrep. | was not at that meeting. 

Mr. Surron. Afterward? 

Mr. Tripe. Afterward? 

Mr. Surron. Yes 

Mr. Tripp. Did | discuss it with whom? 

Mr. Surron. Any of these gentlemen on the seed advisory 
or the dealers that were there’ 

Mr. Triep. No, sir 

Mr. Surron. Up until April 17 

Mr. Tripp. No, sir 

Mr. Surron. You knew nothing about it until April the 17th when 
Mr. Chase ealled you and told you to come over and draw up a 
contract? 

Mr. Tripp. That is right 

Mr. Surron. Who was there on April 17 when you were told to 
draw up this contract at Mr. Chase’s office? 

Mr. ‘T’ripe. Mr. Gee, Mr. Burlingham, and some other gentleman. 
I have forgotten his name. Represented ADM—Archer-Daniels- 
Midland. 


Mr. Surron. Whom did you talk to? 


boa rd 
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Mr. Tripp. All three of them talked, and Mr. Chase. Mr. Richards 
was in there a few minutes 

Mr. Surron. And who was it who told you to draw it up? 

Mr. Trrep. Mr. Chase 

Mr. Sutrron. After the discussion on April 17 in Mr. Chase’s 
office, during that discussion, who was the spokesman in telling you 
what to put into the contract in the hour and a half that you 
in there? 

Mr. Tripp. They did not tell m pecifically anything to put in 
the contract. I listened to the conversation and drew the contract 
in accordance with what I understood Mr. Chase to agree to 

Mr. Surron. Did you check back with Mr. Chase after your original 
draft of this contract to see whether or not that was what they in- 
tended to have in it? , 

Mr. Tripp. I am not sure that I talked to him at any great length 
on it. I might have called him on something or other. But, as | 
say, he went out of town, as I recall, on Friday and did not come back 
until 

Mr. Surron. To whom did you submit your first draft after your 
conference with Mr. Ch ase and these other gentlemen? 

Mr. Tripp. Well, I discussed it with the lawyers and drew up what 
they considered to be a proper contract and we submitted that then 
over to Mr. Richards as soon as we had figured out what we thought 
it ought to be on our side and sent it over there. 

Mr. Surron. Whom did you send it to? 

Mr. Trier. Mr. Richards. 

Mr. Surron. At whose suggestion? 

Mr. Tripp. Well, I did not need any suggestion. That is what we 
usually did. That is the way we usually operate. 

Mr. Surron. Then you just drew up the contract of what you 
thought they agree od on? 

Mr. TRIPP. What I understood Mr. Chase agreed on. 

Mr. Surron. And even though Mr. Chase was your boss, so to 
speak, at that particular occasion. He was your boss because he 
requested you to come over and draw up the contrac ts he was your 
superior at that time, whether he was your boss or not; he was the one 
who suggested you come over and draw up the contract. And you 
were looking to him for suggestions. And after you drew up your 
original draft copy, you did not even submit it to Mr. Chase at all? 

Mr. Tripp. No. He was gone out of town. 

Mr. Sutton. Was the first draft changed? 

Mr. Tripp. Oh, yes. 

Mr. Surron. Who changed it? 

Mr. Trrep. Oh, I made some changes; Mr. Dahl made some 
changes; . awyers made some changes. 

Mr. Surron. Whom were they submitted to—the changes? 

Mr. Port p. They were not submitted to anybody. We just kept 
re ae the contract until we got what we thought was right. 

Mr. Surron. Why did you change these, Mr. Tripp—— 

Mr. Pages. [ cannot write a contract with everything in it, every 
word, ie ot the first draft. 

Mr. rron. You thought the first time that you had the sug- 
éiiliian ‘a0 agreement that Mr. Chase had made with these gentle- 
men? 











IS2 SALE OF AUSTRIAN WINTER PEAS 


\ir. Trier. That is right 

I do not think IT have ever written a contract or ever worked on one 
that we had to write every word right the first draft. 

Mr. Surron. In your second draft, did anyone other than Mr 
ary suggest that this section 11 should not be in the contract? 
Ir. Tripp. No, sir 
Ir. Surron. Did, at any time, anyone suggest the deletion of 

ection 11 in the first, second, or third drafts? 

Mr. Trier. Not that I recall 

\ir. Surron. Can’t you remember that? 

Mr. Tripp. No, sir. I do not remember anybody saying it ought 

» be left out , ih 

Mr. Surron. After you had made your first, second, and third 
drafts, did you diseuss this with Mr. Watson, former head of the 
Grain Branel 

Mr. Tripp. I might have discussed it with the 

Mr. Surron. Did he not at that time that you discussed it with 
him tell you that that should not be in there; that it was a monopoly? 

Mr. Tripp. If he did, I do not recall it. 

Mr. Surron. Can you not refresh your memory just a little and 
inswer yes or no on it? 

Mr. Tripp. No, sir; I cannot recall that h> told me that 


() 


As 


‘ 


Mr. Surron. You cannot recall? 

Mr. Tripr. No, su 

Mr. Surron. But he could have told you that, could he not? 

Nir Tripp. He might have 

Mr. Surron. If he said he told you that, then you would believe 


» 


s that right 
Mr. Trier. Not necessarily 

Mr. Surron. Well, you could not remember what Mr. O’Leary 
told you this morning; | wonder if you could remember this now after 
studying just a few minutes whether or not Mr. Watson told you this? 

Mr. ‘Tripp. No, 1 do not think so; because I do not recall that | 
talked with Mr. Watson enough about this contract. Really I do not 
recall having said anything much to him about it 

Mr. Surron. Did you talk to anyone else—Assistant Director of the 
Branch, or anyone in the Grain Branch, other than Mr. Watson about 
this contract? 

Mr. Tripp. There were conversations in the Branch about it. 

Mr. Surron. Did the Assistant Director tell you that this contract 
vas a monopoli tic contract and section 11 sh yuld not be 1) there? 
And further did he also tell you that this would break the Austrian 
pea market in the northwest section of thre United states if this went 


through this contract at $30 a ton’ 


\Iir. Tripp. The Assistant Director? Who do you mean by that? 


Phere are three of them And I do not recall anny one of them 
Mii SUTTON Well did any one ol them? 
Mir. Triree. Not that I recall; no, sir 
Mr. Surron. You cannot recall? 


Ir. Tripp. No, sir 

ir rron. It could have happened, and it might not have 
( You just cannot remembe! that one? 

r. Tripp. No, sir. Things are flying so fast, and I cannot 
remember everything that everybody said with reference to any 


contract 
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Mr. Sutron. Now, how many drafts did you make before it was 
signed ; the contract? 

Mr. Tripp. I imagine it must have been about three 

Mr. Hoeven. | think that has been answered at least a dozen times. 

Mr. Surron. Yes, sir; but I want him to answer it again. 

Mr. Hoeven. Were there three drafts of the contract? 

Mr. Tripp. Three or four 

Mr. Surron. He hasn’t answered directly yet, because he said 
three or four. me 

Mr. Tripp. There might have been one sheet changed and put in 
the contract, if you call that a new draft. In that case there might 
have been more than that 

Mr. Surron. Which one did they sign? 

Mr. Tripp. They signed the final draft. 

Mr. Surron. That was either the third or fourth? 

Mr. Tripp. Yes. 

Mr. Surron. When did you discover that this was an error, the 
section 11 in the contract? 

Mr. Tripp. We did not discover it was an error 

Mr. Surron. Then if Mr. Davis said it was an error, he was wrong 
wr Mr. Chase, either one? 

Mr. Tripp. It may have been his intention not to have it in there, 
but since that is what he agreed to, I put it in there. 

Mr. Surron. So as far as you were concerned in the agreement that 
Mr. Chase and these gentlemen made, along with Mr. Richards, 
there was no error in it at all; it was intentional that this monopolistic 
clause, section 11, be put in the contract and binding upon the Com- 
modity Credit Corporation? 

Mr. Triep. Well, as long as he agreed not to sell our peas, the 
Government’s peas, west of the Colorado or west of the Rockies, we 
put it in that way 

Mr. Surron. Well, if Mr. Chase and Mr. Davis say that it was an 
error, then it was not as far as you were conce rned? 

Mr. Trirp. Well, no, it was what I understood they agreed to, so 
that is why I put it in there 

Mr. Surron. You put it in there because you knew it was what 
the sy agreed to? 

Mr. Trirr. Yes, si 

Mr. Surron. You ‘did your job, because that was an agreement 
that Mr. Chase and Richards had with these other gentlemen? 

Mr. Tripp. That is right 

Mr. Surron. Were you instructed to take section 11 out after the 
contract was signed? 

Mr. Tripp. No, sir. 

Mr. Surron. Do you know of your own knowledge who did strike 
it out after Congressman Shelley made his speech on the 26th on 
the floor, May 26? 

Mr. Tripp. No. There is a wire which [I have a copy of which 
strikes it out on behalf of all three of the buyers. 

Mr. Surron. From your Department was there a wire or a letter 
or anything or a telephone call that went to these three gentlemen 
asking for this wire, asking permission to delete section 11. 

Mr. Tripp. I assume you mean from the Grain Branch. No, sir; 
not to my knowledge. 
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Mr. Surron. Mr. Chase did not call you in on that one, did he? 
Mr. Tripp. No, sir. 


Mir. Surron. Did they at any time tell you that this was an error 


on your part of putting section 11 im? 

Mir. Tripp. | beileve Mr. Chas said that he did not really int nd 
it that way. I told him that in drawing ne contracts that is the way 
we usually drew them up; whatever they agreed to, we put it in the 


contract 

Mr. Surron. Do you think the sale of peas, these Austrian peas, at 
$30 was too cheap? 

Mr. Tripp. Well, that depends on quite a number of things— 
whether you could have gotten any more for them in any other kind 
of sale. You could not tell unless you sold them some other way. 

Mr. Surron. Do you think that had they been offered for bids at 
a price of say $35 or $40, advertised at that price, that they could 
have sold them 

Mr. Tripp. I doubt it. 

Mr. Surron. You had never recommended that that price be offered 
though, had you? 

Mr. Tripp. No, sir 

Mr. Surron. Did anyone other than Mr. Chase and Mr. Richards 
and yourself in the Department of Agriculture know that these peas 
could be bought at $30 a ton? 

Mr. Tripp. Well, 1 do not know who knew they could be bought at 
$30 a ton, because nobody ever offered $30 before that. 

Mr. Surron. Well, the last offering that the Department of Agri- 
culture had was for $50 a ton, was it not? 

Mr. Tripp. Well, there was not any announced policy. There was 
not any announced price on the monthly press release we put out, 
because it seems as though you could not find a price that might move 
them in any substantial quantity; so along the 2d of April they were 
instructed until further notice to sell them at $50 a ton. 

Mr. Surron. At $50 a ton? 

Mr. Tripp. That is right 

Mr. Surron. And on April 17 is when they agreed to sell them for 
$30 a ton? 

Mr. Tripp. That is right. 

Mr. Surron. Did you sit in on the conference there on April 17 
from start to finish when they were agreeing on the price? 

Mr. Tripp. No. I think these buyers stayed in Mr. Chase’s office 
after I left. 

Mr. Surron. But you were there from the start of the con- 
ference: is that right: at some 2:30 in the afternoon? 

Mr. Tripp. Yes. Well, I think there had been some telephone call 
on it or something like that before that. So they knew why they 
came in there. But, I was there until, I think—— 

Mr. Surron. Until after the agreement, in other words, were you 
not? 

Mr. Tripp. Yes, sir. They were still in Mr. Chase’s office when 
I left. 

Mr. Surron. Who brought up the price of $30? 

Mr. Tripp. Well, as I recall it, when Mr. Chase asked them what 
they had to offer, they told him. 

Mr. Surron. Told him what? 





| 
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Mr. Trier. They said they could pay $30 a ton for the enti 


( 
quantity, and he tho icht they ought to b able to pay us a little 
more than that. Phey told him no that there was no use talking 
about any more money than that for the entire quantity. And he 
went out a while and came back; and I assumed he went to check 


’ 


with some body on what thev thought about it 

Mr. Surron. How long were they in arriving at that price? That 
is Mr. Chase and these three men. 

Mr. Tripp. 1 do not know. 

Mr. Surron, Did they argue back and forth for any l neth of time 
or was that just the attitude that there was no use ta 
more money? 

[r. Trrep. I would say there was maybe an hour before they 
quit talking finally on price. 


Mr. Surron. Then there was more said than just there is no use 
1 
IN 


king about any 


talking any more about money? 


Vir. Tripp. Well somewhat, yes; then Chase went out and talked 
with somebody—I do not know whether he went out to talk with 
Mr. Richards, the Administrator, or who; but they were very definite 
in their original statement that there was just no use in talking about 
any more than $30 a ton. 

Mr. Surron. Who brought up the monopoly agreement? 

Mr. Tripp. As I recall, they did. They said something about the 
balance of the Government peas; that they would not want to sign 
a contract involving this much money with a possibility of other 
Government peas competing with them when they did not have 
I assume they had none of these sold at the time 

Mr. Surron. And Mr, Chase readily agreed with that’ 


Mr. Tripp. I recall something about the Government would not 


sell the balance of its peas west of the Rockies or something. In 

order to draw a line, we hit on the western Colorado line, north and 
i+} 

SOUL. 


Mr. Surron. You still do not remember whether Mr. Watson or 


any of his assistants told you that this monope listic clause should 
not be in there? 

Mr. Trirpr. No, I do not remember that he told me 

Mr. Surron. You still do not remember that? 

Mr. Tripp. No, sir. 

Mr. Surtron. You do not remember talking to Air. Watson or any 
of his assistants about this transaction? 

Mr. Trier. I talked to him some about the sale; but I do not recall 
anything in particular 


Mr. Surron. Mr. Tripp, No. 2 part of the coniract here, the 
“quality” part, when was that put in the contract? On the first 
draft, the second draft, third, or final draft 

Mr. Tripp. That was changed on the original draft in pencil. 
Therefore, it must have been changed in typing in the second draft. 

Mr. Surron. Do you have the original draft there? 

Mr. Tripp. Yes, sir. 


Mr. Surron. Could you tell us what was In it I mean that was 


deleted from the second, third, or what was put in 
Mr. Tripp. It said “shall be transferred to the buver without any 
guaranty as to purity, germination, or grade.”’ It was changed in 


this draft in “sound merchantable condition for feed purposes 
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Mr. Surrox. What else is in the second or third draft that went in 
the first draft? 

Mr. Tripp. Well, there was the basis of payment in the first draft? 

Mr. Surron. Payment? 

Mr. Tripp. There was the basis of payment in the first draft. 

Mr. Surron. What was the basis of paymeat in the first draft? 

Mr. Tripp. So many dollars each, 30 days. 

\ir. Surron. Now, what was that figure? 

Mr. Tripp. $200,000 at once to expire not later than June 30; 
$400,000 by May 31, to expire not later than July 31; $500,000 by 
June 30, to expire not later than August 31; $600,000 by July 31 to 
expire not later than September 30; $740,000 by August 31 to expire 
not later than October 31. 

Mr. Surron. That was the original draft as vou understood 

Mr. Tripp. Well, that was just a matter of 

Mr. Surron. Of practice; is that right? 

Mr. Tripp. Well, not necessarily. Because there were three 
people in this contract. Originally, I think, two of them thought 
that Archer-Daniels-Midland was going to sign the contract and “do 
all the paying. And they had not really figured that thing out 
themselves. 

Mr. Surron. Now, on the second draft, you took those figures out; 
is that not right? At a later draft, you did it anyhow? 

Mr. Tree. They were scratched out of this original draft. 

Mr. Surron. Who suggested those figures be taken out? 

Mr. Trier. The buver 

Mr. Surron. The buyer? 

Mr. Tripp. Yes 

Mr. Surron. Did you consult with Mr. Richards after Mr. Chase 
had gone, as to whether or not that should be taken out? 

Mr. Tripp. No. I believe not. Except when the final contract 
was sent over there. 

Mr. Surron. Then you took the advice and suggestion of the 
buyers instead of the Commodity Credit Corporation on that; did you 
not? 

Mr. Tripp. Well, LT would not say the Commodity Credit Corpora- 
tion said that was the basis it had to be on. I would not say that 
anybody told me in Commodity Credit Corporation with the Govern- 
ment that it had to be specifically on these payments by every 30 
days either 

Mr. Surron. As you stated you had never drawn up a contract 
before without a payment or a bond or something. And this one, of 
course, after you put down what you orignially put down in the first 
draft, that was what you had been customarily putting down in a 
contract; was it not? 

Mr. Trippr. Not necessarily 

Mr. Surron. But you had been putting down some kind of payment 
or a bond in your drafts that you had made before as you stated a 
while ago in your testimony. ‘This time you just followed that same 
principle; did you not? 

Mr. Tripp. | think there was something said about this payment 
arrangement over in the Solicitor’s Office. But these people, I do not 
think, had among themselves agreed to any financial arrangement. 


a 


°a 
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Mr. Surron. Well, in this April 17 meeting, you took down for 
vour draft of the contract exactly what you unde rstood, did you not, 
to be put in the contract? 

Mr. oe Well, I did not have very much notes, and I told D 
Dahl in a hurry roughly what the sale was about, and he drew up 
this laine contract, or draft 

Mr. Surron. You O. K.'d it, though, did you not? 

Mr. Tripp. Not necessarily, no. These people came in and then 
we discussed the contract with them And because of their financial 
setup and the three of them, and because they wanted to go on a 
sight-draft basis rather than a letter of credit, which is perfectly 
agreeable 

Mr. Surron. But who was it that told you to take this payment 
out—who in the Department of Agriculture? 

Mr. Tripp. I do not know that anybody told me to take it out 

Mr. Surron. You jast deliberately did it at the suggestion of the 
buyers? 

Mr. Tripp. Yes 

Mr. Surron. And yet you had never before done anything like that? 

Mr. Trier. Oh, we sell substantial quantities of a lot of goods on a 
sale without having money at the time the contract is signed 

Mr. Surron. Can you name one that vou have signed that 

Mr. Tripp. We are doing that right now on cottonseed meal. 

Mr. Surron. Can you name one buyer that vou have done that 
with? Just one 

Mr. Tripp. Well, we sell cottonseed meal to Inter-Oceanic Com 
modities Corp 

Mr. Surron. Does it amount to a million dollars or more? 

Mr. Trier. Half million or more, 

Mr. Surron. I beg your pardon? 

Mr. Tripp. Something over half a million maybe in a cargo of 
cottonseed meal. 

Mr. Surron. But you stipulate in your contract that so much be 
paid each month, do you not? 

Mr. Tripp. No, sit 

Mr. Surron. By sight draft anyhow? 

Mr. Tripp. He paid us on delivery 

Mr. Surron. On delivery? You gave them 6 months to take 
out 

Mr. Trier. No, not quite 6 months. A hundred and twenty to a 
hundred and—maybe a little over a hundred and twenty days now. 

Mr. Surron. Let us go back further to that first draft. Go ahead 
with the ones—the difference in the first draft and the second and 
third and fourth. 

Mr. Horven. Mr. Sutton, I have been quite lenient in this exami- 
nation. I am afraid we are going into this to no end. We have gone 
into the question of drafting of the contract 2 or 3 times. We have 
gone through all the drafts of the contract. We have shown the 
differences in the various drafts of the contract. 

I am not going to curtail the gentlemen’s questioning; but I do 
think that it is certainly repetitious. 

Mr. Surron. Mr. Chairman, might I state: If you want to white- 
wash this thing I will not ask any other vuestions 
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\1 et \ here is no whitewash about this at all. The gentle- 

st taking advantage of the situation. We are here trying to 

make al rd and get the facts. We have covered this particular 

matt { ( Lime acal Nov il we have something material to 
] { I ] \ : © y 1 time 

I ) Might I ss on the chairman that he can cut me off 

\ } ts to 

Mr. i \ I am not cutting the gentleman off. 

Mr. Surro Mhis is the first time he has testified. He drew up 
the contract, and he should know what is in it. And I am trying 
to get from him, the man who drew up the contract, the details of 
it—-not from Mr. Gordon or Mr. Chase or any of the other fellows 
that bad nothing to do with it This is the man who actually drew 
it, up 


Mr. Hoeven. I do not think we want to make Mr. Tripp the scape- 
goat in this investigation for any purpose whatsoever. I think we 
should be fair with the witness. He just returned to the city last 
night or this moraing. He had no opportunity at all to review his 
files except to advise himself somewhat during the noon hour. [| 
think we should accord him every consideration in view of the cir- 
cumstances 

Mr. Loos. Mr. Chairman, might I suggest he has here in front of 
him these several drafts, and we would be glad to submit them for 
the record 

Mr. Horven. Does the gentleman from Tennessee want them in 
the record? 

Mr. Surron. There is no use in having them for the record at all 
unless 

Mr. Horven. Well, then, why the questioning? 

Mr. Surron. Unless we can question the man who drew it up, 
because he can tell us what was the difference in the first draft which 
he understood was his understanding of the meeting of April 17. 
And then, of course, the changes thereafter—-l would like to know 
who told him to change that and why. 

Mr. Loos. Mr. Chairman, may I suggest that he read each para- 
graph in each draft. And that is about the only way he can make 
a comparison, because nearly all of these paragraphs were changed 
in one manner or another in the various drafts. 

Mr. Horven. May I ask the gentleman from Tennessee what is 
material about checking the different drafts. They can go into the 
record if the gentleman desires. After all, it is my impression that a 


contract is the result of a meeting of the minds of the contracting par- 
Lies Kirst, a ro igh draft was drawn up; and then it was revised; and 
then we had a third draft, and perhaps a fourth—that is nothing 
unusual in drawing up a contract 

if the gentleman wants the various drafts of the contract in the 
record, the Chair certainly will entertain the suggestion that it be 
done. 

Mr. Surron. Micht I also, at the same time, ask unanimous consent 
that a statement from Mr. Watson, the former Director of the Grain 


Branch, be inserted in the record, and also from the two assistants of 
the Grain Branch who were not permitted to testify before they had 


k to Idaho. 





to go ba 
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Mr. Horven. Well, let the Chair state that no one has been denied 
the right of testifying before this committee; and, as far as the state- 
ments are concerned, I think they should be subject to scrutiny by the 
subcommittee; and then if deemed advisable by the subcommittee, 
they may be inserted in the record. I have no idea what the state- 
ments are all about. 

Mr. Surron. Then, might I ask permission to file a minority report 
and quit questioning the witnesses? Of course, I would like to 
question the way I want to 

Mr. Ho1 VEN. The centleman has full leeway And, as far as the 
Chair is concerned, we are going to conclude the hearings today. We 
will sit until they are concluded. The gentleman may ask any and 
all questions he desires. He is not precluded from asking any 
questions. The Chair will give the gentleman full leeway. The 
gentleman has also the right to file a minority report-if he so desires 

Mr. Surron. May I continue questioning the way I want to? 

Mr. Hoeven. You may, sir. 

Mr. Surron. Now, then, Mr. Tripp, can you tell me the next 
change in the drafts that were contracted? 

Mr. Tripp. I did not hear you 

Mr. Surron. Can vou tell me the next change from the original 
draft of the contract? 

Mr. Horven. May the Chair suggest that vou take the first draft 
lay it next to the second draft, and the third draft, and the fourth 
draft, if there is such, and let us go through the whole transaction and 
read paragraph by paragraph and indicate where one draft differs 
from the other. If that is what the gentleman wants, we will take 
the time to do it. 

Mr. Surron. I just thought he could in his own words tell me the 
changes made. 

Mr. Tripp. Those two items, the one on payment, and a few little 
changes probably in the way of determining weights were the primary 
changes in the final draft from the original. 

There was not too much difference in the final contract as it came 
out from the original one; except this sound merchantable condition 
for feed purposes, and in the method of payment 

Mr. Surron. Now, this sound merchantable condition for feed 
purposes, at whose suggestion was that? 

Mr. Trrep. As I recall that was at the buyers’ suggestion. When 
it is going for feed, we wanted to be sure that we were not guaranteeing 
these peas for purity or germination or any particular grade. 

Mr. Surron. That was at the buyers’ suggestion? 

Mr. Trrep. But, since we were the ones who had contracts with 
the warehousemen and the warehousemen in all probility had no 
liability to the buyers, we changed that wording to ‘sound mer- 
chantable condition for feed purposes” which certainly would not 
guarantee any particular quality from what we have used that before 
and just exactly what merchantable condition is I do not know yet. 

Mr. Surron. That was at the suggestion of the buyers? 

Mr. Trier. Right. 

Mr. Surron. Did you consult with anyone in the Department of 
Agriculture? 

Mr. Tripp. No, I believe not. I think that was just Dr. Dahl and 
the lawyers and myself. 
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\ir. Surron. Well, was Mr. Richards and Mr. Chase or the Director 
of the Grain Branch 
Mr. Tripp. [t was in the final drafts of the contract. They went 


over there. If they want to go that far or want to go further, they 
can suggest the change 
Mr. Surron. The final draft, after you turned it over to the other 


' 


side of the street, did you go in conference with Mr. Richards or 
anyone? 

Mr. Tripp. No, sir 

Mr. Surron. Did they ask vou any questions about it? 

Mr. Tripp. Not that I recall They sent it back. | signed it, 
pent it ou 

Mr. Surron. From your own personal knowledge and your meeting 
n April 17 with these men, was anyone outside of these three men given 
an opportunity to buy these peas for less than $50 a ton previous to 
this SoU price E 

Mr. Tripe. Well, vou talk to so many people about all the various 
commodities we have to sell—we had asked any number of people 
What they would pay for them 

Mr. Surron. For instance, who did you ask? 

Mr. Trier. We had New Orleans check with Purina Feed down in 
that area. That was, oh, I think, a month or two before this sale. 

Mr. Surron. Did you tell them that you would sell them less 
than $50 a ton? 

Mr. Tripp. No, We just asked them what they could pay for 
them. We had been trying to find some basis to sell them on that 
would move them 

Mr. Surron. Did they tell you what they would give for them? 

Mr. Tripp. Yes, sir. 

Mr. Surron. What? 

Mr. Tripp. At that time they offered $20 a ton. 

Mr. Surron. $20 a ton? 

Mr. Tripp. Yes, sir. 

Mr. Surron. Did you get any other bids? 

Mr. Tripp. No, I believe not. I think, or I understand, that vari- 
ous people that Mr. Chase had talked to for I guess 2 or 3 weeks or a 
month or more before this sale was made that we had these peas to 
sell; and that anybody who was interested in them ought to figure out 
what they could do and let them know. 

Mr. Surron. Who told you that; Mr. Chase? 

Mr. Tripp. Yes, sir 

Mr. Surron. Of your own personal knowledge, you do not know it? 

Mr. Trirpe. No. I did not bear him say that. 

Mr. Surion. Once again, might I ask you the normal procedure? 
Was it 30-day delivery? It was 30-day delivery, was it not, the con- 
tracts you have written before? 

Mr. Tripp. Well, that would depend on the circumstances, and I 
would not say we had any particular normal procedure. They vary. 
You might have one contract on which we would agree to pay storage 
charges for 30 days, and charge it to the buyer’s account after that, 
or payment at the time of delivery, or maybe you had payment at the 
time the contract was signed. ‘There are lots of different kinds. 
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Mr. Surron. Would it have been normal procedure for you, as 
contract officer, to have gotten in touch with the Portland office since 
the peas were through that office? 

Mr. Tripp. Not necessarily; not unless we had to get some informa- 
tion. : 

Mr. Surron. Did you ever have a contract that you did not get in 
touch with the office that was affected by it, in the 95 percent ol the 
contracts that you have written in the last 6 months? 

Mr. Tripp. | believe there have been cases of that kind. 

Mr. Surron. Have you personally ever written one that you were 
not in touch with the local office? 

Mr. Tripp. No. I doubt that I have for the reason that generally 
you would have to get some detailed information about billing or some- 
thing else or some detail for storage payments Ol! location or some- 
thing like that. You usually have to go out there to get some infor- 
mation. But I do not think it is particularly uncommon to make a 
sale in here and then tell the office out there that you made the sale 

Mr. Surron. Can you tell me of one sale that has been consum- 
mated like that before? 

Mr. Tripp. Red kidney beans, I believe—the sale was made in 
Washington and then the office was told to draw up the contract. 

Mr. Surron. The contract was through the local office, was it not? 

Mr. Tripp. Yes. 

Mr. Surron. And this one was actually in Washington, D. C., on 
April 17; it was decided at that time with Mr. Chase, Mr. Richards, 
yourself, and these three gentlemen in there; no one else knew any- 
thing about it except you gentlemen; is that right? 

Mr. Tripp. No. I think there were quite a few people who knew 
about it. As soon as they were discussing the contract over there on 
the 17th, I think, there were quite a few people around the place who 
knew. We drafted the contract before it went out there. 

Mr. Surron. While vou were making the agreement, did anybody 
else know about it? 

Mr. Trier. What do vou mean ‘‘while we were making the agree- 
ment’’? 

Mr. Surron. In the 2% hour conference vou bad on April 17 in 
Mr. Chase’s office. 

Mr. Tripp. I could not say. Mr. Chase went out a while and 
Mr. Richards was in there a while and came back in. Who they 
talked to while they were out, I do not know 

Mr. Surron. Well, Mr. Shelley charged that this was behind closed 
doors, In secrecy What would vou say about that? 

Mr. Trier. I do not know what he means. All these other people 
have been told that preceded me that these Austrian winter peas 
that anybody who wanted to buy it—if they did not show up or some- 
thing before somebody else bought them—I do not know what he 
means by secrecy. 

Mr. Jones. Will you yield just a minute? 

Mr. Surron. Yes. 

Mr. Jones. On April 17 were you over in this room talking about 
the sale of peas? And if someone had gone to the Portland office to 
have bought peas, what price would he have been quoted out there; 


do you know? 
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Mr. Trier. Well, if he went to buy a few cars—that is about all 
anybody was buying—they would have been $50 a ton. If anybody 
had come in there and offered to buy the whole quantity of peas, they 
would not have had any price; they would have called Washington to 
find out 

Mr. Jones. In other words, $50 a ton was the price that they had 
on this April 17. When did they get the authority to sell those peas 
at $50 a ton; do vou know? 

Mr. Tripp. April 2, as I stated this morning. 

Mr. Jones. April 2? 

Mr. Tripp. Yes, sir. 

Mr. Jones. And that is when that order was issued? 

Mr. Tripp. Yes, sir. I stated that this morning. 

Mr. Jones. That is all. 

Mr. Surron. Mr. O'Leary testified yesterday that when he had 
returned from his field trip, he read the contract over, and it contained 
the usual provisions that are in the sales contracts. However, in view 
of the fact that there were three buyers involved, the contract would 
not work. The payment provision, the provisions for delivery, issu- 
ance of delivery instructions were a little vague in view of the fact 
that there were three buyers that you just could not tell who would 
issue the instructions, whom we would draw the sight drafts on; so I 
called Jack Tripp and told him I wanted to talk to him about it. 

Mr. Tripp. Yes, sir. 

Mr. Surron. Is that the time when he told you that this would 
cause an investigation in this monopoly clause? 

Mr. Tripp. I do not recall exactly when he said that. I do not 
know whether it was at that time or some other time. 

Mr. Surron. I have one other question I want to ask before I yield 
the floor. 

When did you leave on vacation? 

Mr. Tripp. The 19th. Wait a minute; no, the 13th, rather. 

Mr. Surron. The 13th of June. When did you have vacation 
previous to this? 

Mr. Tripp. Oh, I have not had too much time off for some little 
time, but a few days. 

Mr. Surron. Was this suggested by anyone in the Department of 
Agriculture—to take a vacation at this time? 

Mr. Tripp. No, sir. This thing was planned at least 90 days ago 
or more—the family reunion was started 6 months ago. 

Mr. Surron. Well, I hope you have a wonderful time at your 
family reunion. That is all. 

Mr. Horven. It seems to me that is a very unfair question. 

Go ahead, Mr. Jones. 

Mr. Jones. I would like to know if we could have the rough drafts 
of the contracts just for the committee to look them over. 

Mr. Horven. That is what I suggested, Mr. Jones, that we would 
look them over. 

Mr. Jones. And put them in the record only if it was deemed 
advisable. 

Mr. Horven. I suggest that the committee decide whether or not 
they should go into the record. 

Mr. Wampler. 

Mr. Wampuer. I have a few questions. 
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How long have you been with the Department of Agriculture, Mr. 
Tripp? 

Mr. Tripp. Since November 23, 1933. 

Mr. WAMPLER. Now, you are one of the so-called civil-service 
employees of the Department of Agriculture; is that right? 

Mr. Tripp. Yes. 

Mr. Wamp.er. Now, it was your duty as Chief of the Procurement 
and Sales Division of the Grain Branch of PMA to draw up these 
contracts prior to January 1, 1953? Your duties required that you 
do that prior to that time; is that correct? 

Mr. Tripp. Oh, ves. 

Mr. Wampuer. That is, drawing up contracts for sales of commodi- 
ties? 

Mr. Tripp. Yes, sir. 

Mr. Wampuer. Well, now, in drawing up this contract, was there 
anything there at any time that shocked your conscience to indicate 
that there was anything illegal or improper in this contract? 

Mr. Tripp. No, sir. 

Mr. Wamp.er. Now, was it your further opinion that the buyers of 
the Austrian winter peas were concerns that had a considerable credit 
rating, enough to indicate that they would not be required to give a 
bond? 

Mr. Tripe. That is right. 

Mr. Wameter. They occupy very high credit positions in the seed 
industry; is that right? 

Mr. Tripp. Yes, sir. 

Mr. Wampuer. And it is your opinion, on the basis of your expe- 
rience in the PMA in view of the facts surrounding this negotiation 
in the contract—is there anything there that, as I stated before, would 
indicate to you that there was anything improper or illegal in the 
contract? 

Mr. Tripp. No, sir. 

Mr. Wampeter. That is all. 

Mr. Horven. Mr. Tripp, did you detect any political favoritism 
shown anywhere along the line in negotiating this contract? 

Mr. Trivp. No, sir. 

Mr. Horven. You did not suggest the insertion of section 11 into 
the contract at any time? 

Mr. Tripp. No, sir. 

Mr. Horven. Now, section 11, the so-called monopoly clause, was 
eliminated from the contract by the mutual consent of the contracting 
parties, was it not? 

Mr. Tripp. That is my understanding. There is a wire here 
which—— 

Mr. Horven. Now, since the hearings began, and since the press 
release of June 22 in which the Commodity Credit Corporation offered 
the remaining Austrian winter peas for sale—that is, without any set 
price, asking for bids—has there been any offer whatsoever made to 
the Department for the purchase of the remaining peas? 

Mr. Tripp. Well, I taiked to quite a number of firms. One outfit 
talked in terms of $20 a ton. Another talked in terms of around $20 
for, oh, maybe haif or a third of the balance. But we told them there 
was no use talking about $20 a ton; so we did not consider it. 

Mr. Hoeven. Has anyone offered to pay $30 a ton? 
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Mir. Trrep. No. I think there was one offer something a little over 
that on guaranteed germination for export on a small quantity—not in 
any quantity not for feed 


Mr. Horven. Under the terms of the new notice, you are going to 
ill offers for the purchase of the remaining Austrian winter 


considel 
peas: 

Mr. Tripp. That is right 

Mr. Horven. You want to get rid of them? 

Mr. Tripp. That is right 

Mr. Hoeven. Are there any further questions? 

Mr. Surron. One question, Mr. Chairman 

He went on vacation June 13 When did you talk to these people 
about S20? 

Mr. Tripp. Before I left 

Mr. Surron. Before vou left? 

Mr. Tripp. Oh, ves. There were a lot of people calling in wanting 

buy the balance of these peas—some part of the balance of them 

Mr. Arnertr. What day did this last offering go out? IT thought it 
was the 22d of June 

Mr. Hoeven. That is what I said 

Mr. Atsertr. Then he obviously knows nothing about what has 
happened since the 22d because he has not been there 

Mr. Triep. That offer is out now, and the bids are to be in the 30th 
of June 

Mr. Atserr. Beg pardon 

Mr. Trier. The bids are to be in not later than June 30 

Mr. Anperr. You have not had occasion to have anything to do 
with this operation in any way since June 13, have you—the disposi- 
tion of winter peas under the new offer? Have vou been doing that 
part of the time on your vacation? 

Mr. Tripp. No, sir. I worked on that before I left on my vacation. 

Mr. Atserr. Well, not under an offer that went out the 22d 
June? 

Mr. Tripp. Yes, sit 

Mr. Ausertr. How do vou mean? 

Mr. Tripp. Well, you have to get ready for these things. 

Mr. Atspert. You may have been working on it, but you have not 
been contacting the people 

Mr. Trrep. Oh, no. 

Mr. Atsert. Or heard from people. The question that Mr. Hoeven 
asked, as I understood it, was what kind of offers have you had under 
that June 22 offering. 

Mr. Tripp. I misunderstood his question. 

Mr. Horven. I am sorry you did not understand me; I was asking 
whether you had had any offers for the sale of the remaining peas 
since these hearings began, and particularly since the press release of 
June 22 in which you offered all the remaining peas for sale. I ap- 
preciate the fact that you were gone part of that time, but of your 
own personal knowledge, do you know of any such offers? 

Mr. Tripp. No. I was speaking prior to that time 

Mr. Horven. I see 

Do you have any questions, Mr. Heimburger. 

Mr. Hermpurcer. I think not, Mr. Chairman. 
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Mr. Hoeven. [| think, gentlemen, that we are ready to conclud 
the hearings. . 

Mr. Loos. Mr. Chairman, before you conclude, may I ask Mr 
Tripp to mark these drafts, indicating which is which, indicating th: 
order in which they were submitted 

Mr. Horven. Yes. 

(Discussion off the record 

Mr. Hoeven. Is there anything else to come before the subeom 
mittee at this time? 

(No response.) 

Mr. O’Leary. I would like if I could to clarify 
Sutton was not in here when I testified 
Mr. Surton. I have vour testimony in front of me which I hav 
read. 

Mr. O’Leary. I did not suggest to Mr. Tripp that clause 11 bi 
eliminated from the contract I saw nothing wrong with clause 11 
whatsoever. I merely told him that when the trade heard about it 
I was sure it would result in a congressional inquiry; and for that 
reason should be approved by people higher in authority than himself 
from people on the other side of the street. 

Mr. Surron. J just asked him had vou told him that. I was not 
insisting that Mr. Watson told him that, because Mr. Watson indicated 
to that effect. 

Mr. O’Leary. I thought that you thought I had advised him to 
take it out of the contract 

Mr. Surron. If the committee will be nice to let his statement com: 
in 

Mr. Horven. Mr. O’Leary’s statement is now part of the record. 

There being nothing further, the committee stands adjourned 

(Whereupon, at 3:15 p. m., the subcommittee adjourned 


one pomt Mr. 





